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AMERICAN REPUBLICS COOPERATION ACT 
AND OTHER SUBJECTS 


MONDAY, AUGUST 15, 1960 


Unirep Srates SENATE, 
CoMMITTEE ON ForEiGN RELATIONS, 
Washington, D.C. 

The committee met, pursuant to notice, at 10:05 a.m., in room 
4221, New Senate Office Building, Senator J. W. Fulbright (chair- 
man) presiding. 

Present : Senators Fulbright, Green, Mansfield, Morse, Long, Gore, 
Lausche, Church, Hickenlooper, Aiken, Capehart, and Carlson. 

Also present: T. Graydon Upton, Assistant Secretary of the 
Treasury, and John O. Bell, Deputy Coordinator for Mutual Se- 
curity, Department of State. 

The CuatrMan. The committee will come to order. 


OPENING STATEMENT OF THE CHAIRMAN 


The committee is meeting this morning to begin hearings on pro- 
posals which the President has submitted to us since we reconvened 
last week. ‘The President has asked for authorization of the appro- 
priation of $500 million for Latin America, $100 million for 
special assistance to Chile in connection with earthquake damages 
there, and a $100 million increase in the authorization for the Presi- 
dent’s contingency fund. Copies of the bill which I introduced at the 
request of the President are before each member and I think it might 
be well to insert the President’s bill in the record at this point. 

(S. 3839 is as follows :) 


LS. 3839, 86th Cong., 2d sess.] 


A BILL To provide for assistance in the development of Latin America and in the 
reconstruction of Chile, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, 


CHAPTER I—PROGRAM FOR DEVELOPMENT IN LATIN AMERICA 


Sec. 101. Chapter II of the Mutual Security Act of 1954, as amended, which 


relates to economic assistance, is amended by adding after title IV the fol- 
lowing new title V: 


“TITLE V—PROGRAM FOR DEVELOPMENT IN LATIN AMERICA 


“Sec. 425. DECLARATION OF PurRPOsE.—The Congress of the United States re 
afirms the warm and enduring friendship of the people of the United States 
for the peoples of Latin America. The Congress recognizes that for these 
peoples to continue to progress within the framework of our common heritage 
of democratic ideals, there is a compelling need for the achievement of social 
and economic advance adequate to meet the legitimate aspirations of the indi- 
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vidual citizens of the countries of Latin America for a better way of life. Ty 
achieve this advance requires the maximum of self-help measures on the part 
of the individual countries aided by a united and cooperative effort throughout 
this hemisphere in a positive program for social and economic progress. The 
Congress, therefore, reaffirms the policy of the United States to encourage and 
to help our Latin American neighbors to accelerate their efforts to strengthen 
the social and economic structure of their countries and to provide greater 
opportunity to their individual citizens. 

“Sec. 426. AUTHORIZATION.—In order to carry out the purposes of this title, 
there is hereby authorized to be appropriated to the President not to exceed 
$500,000,000, which shall remain available until expended, and which the Presi. 
dent may use, in addition to other funds available for such purposes, on such | 
terms and conditions as he may specify.” 


CHAPTER II—RECONSTRUCTION IN CHILE 


Sec. 201. Section 400(b) of the Mutual Security Act of 1954, as amended, 
which relates to special assistance, is amended to read as follows: 

“(b) There is hereby authorized to be appropriated to the President not mY 
exceed $100,000,000, which shall remain available until expended, for use, in | 
addition to other funds available for such purposes, in the reconstruction and | 
rehabilitation of Chile on such terms and conditions as the President may | 
specify.’ 

CHAPTER III—ContTINGENCY FUND 


Sec. 301, Section 451(b) of the Mutual Security Act of 1954, as amended, 
which relates to the President’s special authority and contingency fund, is | 
amended by striking out “$150,000,000” in the first sentence and substituting | 

$250,000,000”’. 

The CuarrMan. Several members have submitted proposals relating 
to the subject of Latin America. 

The first witness this morning is the Under Secretary of State, the 
Honorable Douglas Dillon. Mr. Dillon, you have a statement, | 
believe. 

Mr. Ditton. Yes, sir. 

The Cuarrman. Will you proceed ? 


STATEMENT OF HON. DOUGLAS DILLON, UNDER SECRETARY OF 
STATE 


Mr, Ditton. Thank you, Mr. Chairman. 

Mr. Chairman and members of the committee, my purpose this | 
morning is to support the request for amendments of the Mutual 
Security Act to— 

1. Authorize the appropriation of $500 million for a new social 
Guyenapentnnt program in Latin America; 
. Authorize the appropriation of $100 million for further re- 
habilitation assistance to the Republic of Chile; and 
3. Increase the existing authorization for appropriations of | 
contingency funds by an additional $100 million. | 

It is not the intention of the administration to seek appropriations | 
during this session for either of the first two items, but appropriation | 
of additional contingency funds is urgently needed and wil be re 
quested when authorization action permits. 

I realize that you have heard from Secret ary Herter the political 
considerations underlying these proposals. I do not propose to dwell 
further on them although I will be glad to respond to questions on this 
score, 
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AMERICAN REPUBLICS COOPERATION 3 


SOCIAL DEVELOPMENT PROGRAM ENVISAGED 


First, I would like to describe briefly the proposed new social de- 
velopment program for Latin America as we envisage it. 

The general concept.—We have a special relationship with our 
Latin American neighbors. We are bound with them in unique and 
indissoluble ties of history, geography, and trade. 

In a political sense that special relationship has been developed over 
the years through the OAS. 

In many ways we have strengthened economic and financial rela- 
tions among the American States. 

There is now a need to develop this special relationship in the field 
of social progress. 

Latin America has the will and the ability to achieve the hemi- 
spheric ideal of economic development under free institutions. The 
new program we now propose is conceived as one to assist the Latin 
Americans to help themselves in achieving higher standards of life 
for all their senile by cooperating in building the social institutions 
which are necessary to balanced development and the maintenance 
of political freedom. 

n recent decades Latin America has made massive investments in 
basic facilities, which are prerequisite to industrialization and eco- 
nomic development in general. Industry has grown at a rapid, 
though not uniform, rate through much of the area. 

Agriculture has grown, though much less rapidly. 

But while there has been a steady rise in national incomes through- 
out the area, millions of underprivileged have not benefited thereby. 

To Latin American economic growth the United States has made 
very important contributions in the form of both private and public 
capital. It is essential that we continue to help finance sound indus- 
trial development in Latin America in substantial amounts. 

But more than this is needed if we are to achieve our objectives. 


PROGRESS IN LATIN AMERICA 


The specific need.—The progress achieved in Latin America has 
been impressive, but improvement in the standard of living of the 
great majority of the population has been disappointingly slow. 
There are various reasons for this. 

In the first place the rate of population growth in Latin America 
is very high. This means that a substantial part of the annual in- 
crease in national product must go to feed more mouths. 

Second, economic growth in Latin America started from a very 
low base so that even large percentage increases meant only rela- 
tively small gains in absolute terms. 

Third, the distribution of national incomes in many countries has 
been far from equitable, with the bulk of the income going to a very 
small portion of the population. 

Fourth, the low level of both general and technical education has 
severely limited the productivity of the average Latin American 
worker. 

Finally, in some countries, progress has been impeded by out- 
dated economic, legal, and social institutions. There are great dif- 
ferences in this regard among the various countries. But where 
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obsolete institutions exist, the result is not only to prevent the best | 
utilization of the country’ ’s resources but to deny to a large part of 


the population an opportunity to share equitably in the growth of | 


the national product. 


PROBLEMS IN LATIN AMERICA 


The great majority of the people of Latin America still live in con. 
ditions of extreme poverty—a poverty which is reflected in every 
aspect of their daily lives. 

= some ways the very process of economic deve elopment has inten- 
sified the social problem. Rapid industrialization has attracted 
people on a mass scale to the cities, thereby creating new needs for 
loaliom schools, hospitals, and other public facilities. 

Thus far, private and public resources have not been able to meet | 
the social requirements of this trend toward urbanization. 





Housing is a formidable and intractable urban problem. Literally | 


millions of people in the large cities of Latin America are living in | 
overcrowded and squalid slums, without running water and without 
the most elementary sanitary facilities. Most tesidential building, 
whether public or private, has been beyond the means of the great 
bulk of the population. Water and sewage systems in the big cities 
have also been outgrown. 

There are few cities in Latin America that have sanitary water 
supplies meeting reasonable health standards. 


LATIN AMERICAN HOUSING NEEDS 


Our purpose is not to finance public housing—the requirements of 


| 





that are far too great. Our purpose is to stimulate the mobilization | 
of private capital in the other American Republics through the means | 


which have been so successful in this country, such as building and 
loan associations and similar credit institutions. 
Secondarily, we wish to encourage and assist the development of 
“aided self-help” housing, through which the governments assist in 
the acquisition of land, the prospective homeowner furnishes the labor 
and we provide technical assistance and help the governments in 
financing the costs of materials. 


LATIN AMERICAN AGRICULTURAL NEEDS 


While industry has grown, Latin America is still mainly agricul- 
ural. More than half of its labor force is engaged in agriculture, 
In some countries and for certain products agriculture is well de 
veloped, but in most countries substandard living conditions char. 
acterize the great majority of the rural population. 

To improve living standards in the cities without doing so on the 
land merely increases migration to the cities and promotes new slums 

Latin American agriculture needs more adequate agricultural ex- 
tension services, improved marketing organizations and greater avail- 
ability of farm credit. 

Many countries still maintain ]and-tenure and land-taxation systems 
which date from colonial times and which frequently result in the 
underutilization or nonutilization of large areas of potentially pro- 
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AMERICAN REPUBLICS COOPERATION 5 


ductive land. These antiquated systems have led to a rising tide of 
demand for land reform. 


LATIN AMERICAN EDUCATIONAL NEEDS 


I referred earlier to the low level of education and its effect on 
productivity. There is in particular a great scarcity of qualified in- 
dustrial and agricultural technicians and of trained professional per- 
sonnel in government. There is a need for more technical and voca- 
tional schools, and in existing schools there is a marked shortage of 
physical facilities and equipment, ranging from laboratories to work- 
shops and textbooks. 

This situation has all the unfortunate effects of a vicious circle. 
A lack of adequate social development is reflected in inadequate edu- 
cation, poor health, and social unrest. This in turn results in lower 
productivity, which means that fewer resources are available for so- 
cial betterment. 


HEIGHTENED SOCIAL AND POLITICAL CONSCIOUSNESS IN LATIN AMERICA 


Thirty or forty years ago the masses of the people in most of Latin 
America were sunk in ignorance and apathy. Since then a wider 
awareness of modern life in the outside world has produced a height- 
ened social and political consciousness. 

Today the Latin American masses areawake. They intensely aspire 
toa better life. But unfortunately most of them see little ahead that 
offers them the hope of achieving it. 


SERIOUS THREAT POSED IN LATIN AMERICA 


The result is frustration and social unrest which threatens to erupt 
in violence and the overthrow and destruction of existing institutions 
even when no good alternative is at hand. 

Surely such conditions pose a serious threat to the continued ex- 
istence of free democratic institutions in our hemisphere. 

It is clear that a significant alleviation of the social conditions I 
have described is a task of enormous magnitude which will require 
large resources over a long period. It is equally clear that a major 
part of the burden involved in this effort must unavoidably fall on 
the countries of Latin America themselves. But they cannot bear 
the entire burden. They need our help and our encouragement. 


STATEMENT OF AIMS FOR PRESENTATION AT BOGOTA 


Our proposal.—W hat we would like to say to our Latin American 
friends, and for which we need the support of the Congress, is roughly 
as follows: 

“We recognize that if the peoples of Latin America are to attain 
the goal of higher material and cultural standards for which you are 
all striving, and which are eloquently set forth in Operation Pan 
America, social development and economic development must go hand 
in hand. Many of your progressive leaders have impressed on us the 
need for social overhead capital and have told us of the good uses to 
which they could and would put it. 
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“To the extent that you yourselves are willing to move ahead pro- 
gressively in this field, we would like to work with you and assist you, 
This must, of course, be a cooperative effort and cooperation is a two- 
way street. But with your determination to address the problems and 
tasks at hand constructively, we know that the job can be done. 

“Because of the magnitude of the need, we believe our initial con- 
tribution to this cooperative enterprise should be not less than $500 


million. We recognize that additional amounts will be required as | 


progress is made. 

“We envisage these sums being used as rapidly as effective projects | 
or programs can be developed. “We have in mind assistance in such 
fields as land settlement and land utilization, housing, vocational, | 
technical, and scientific training, and basic public facilities such as 
potable water systems and sewage systems. 

“Since you must finance your external needs for economic and in- | 
dustrial dev elopment. pr imarily by borrowing, and since many of you | 
have difficulties in servicing outstanding foreign exchange loans, we 
envisage our contribution to programs for social dev elopment as being 
available in the form of loans on favorable terms including repay- | 
ment in local currencies. Where it is appropriate and necessary, our | 
contribution may be made on a grant basis.’ 

This, in substance, is what we would like to be able to say to our 
Latin American friends at the forthcoming meeting in Bogota. | 


AUTHORIZATION, NOT APPROPRIATION, REQUESTED NOW 


Congressional action needed.—We do not ask for appropriations for 
this program at this time because we wish first to develop sound and 
specific program proposals in concert with our Latin American neigh- 
bors which will reflect a complementary relationship between our | 
assistance and the efforts being made by our neighbors. We hope that 
a firm foundation for the dev elopment of such coordinated programs | 

can be laid at Bogota. Since such programs will require strong actions | 
by the Latin American countries, it is essential for progress that they 
be conv inced that the United States really means business. 

That is the reason we are asking for an authorization which would | 
be a concrete indication of our interest. An authorization would give 
us the necessary framework within which to develop the new pro- 
gram. | 

EXPECTED USE OF FUNDS REQUESTED 


We would expect to use our funds through a variety of existing 
instrumentalities, the choice to be dictated by the circumstances pre- | 
vailing. 

We expect that the Inter-American Development Bank will rapidly 
assume a leading role, hopefully the leading role, in administering the 
program. 

This institution, which is scheduled to open its doors on October 
1, has the advantage of being an inter-American multilateral institu- 
tion. We are confident that it will rapidly develop into an effective 
instrument for cooperative effort. 

We also contemplate making greater use of the technical coopera 
tion program of the ICA. On a demonstration and training basis 
it has done a great deal to help people to help themselves, and to assist 
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AMERICAN REPUBLICS COOPERATION 7 


governments to do so, but it has not had capital funds to help in 
financing the programs of agricultural, educational, and health im- 
rovement to which it has shown the way. 

We would hope to include in the new social development program 
for Latin America the Federation of the West Indies, which has 
achieved self-government and which will soon become fully independ- 
ent—probably next year. 

The timetable we contemplate looks to appropriations in the spring 
or summer of next year. In order to make a modest start in the mean- 
while we intend to utilize the facilities of the DLF to the extent 
possible. This makes it all the more important that the Congress 
appropriate the full $700 million requested for the DLF rather than 
only the $550 million contained in the House appropriations bill. 


AUTHORIZATION REQUESTED FOR CHILEAN RECONSTRUCTION AND 
REHABILITATION 


The proposal for Chile—I should like to turn now to the request 
for an authorization for $100 million for use in the reconstruction and 
rehabilitation of Chile. This task of reconstruction, as the committee 
knows, is the result of the recent series of earthquakes and floods which 
left great destruction over the wide areas of the most populous regions 
of the country. 

According to the Chilean Government’s latest estimates, the cost of 
reconstruction will amount to approximately $450 million. We as- 
sume that the largest part of this cost will be met by the Government 
and people of Chile themselves, but they cannot bear the entire cost 
and need generous help. from outside sources, 

We have already provided emergency help in the form of approxi- 
mately $25 million in grants from contingency funds. An Eximbank 
reconstruction credit of $10 million has also been extended. 

We are also actively exploring the use of Public Law 480 and of 
other authorities to help meet Chile’s needs. In addition to assistance 
from other countries, the Government of Chile has requested a loan of 
$150 million from the United States. 

While a part of this need may be met through other means, I am 
certain that Chile will need additional resources of at least $100 million 
in order to carry out its reconstruction and maintain financial stability. 

Authorization action now will provide the necessary reassurance 
to the Government of Chile that in undertaking the arduous and bur- 
densome task of reconstruction, which will require substantial sacri- 
fices by its people and in adhering to its courageous program of eco- 
nomic stabilization, it can depend upon further and timely assistance 
from the United States. 


NEED FOR ADDITIONAL CONTINGENCY FUNDS 


Additional contingency funds.—The President has requested that the 
authorization for appropriations for contingency funds be increased 
by $100 million. The need for this additional authorization and for 
the additional appropriations is real and it is urgent. 

The events which have occurred in Africa since the enactment of the 
authorizing legislation for fiscal year 1961 confront us with a dramati- 
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cally altered situation and a substantial increase in the needs to be 
met from contingency funds. 

This is not to say that the need for some use of contingency funds 
to assist new nations in Africa was not envisaged prior to the recent 
events. For example, we did foresee a need in the Congo and that 
need might have been met within the original authorization. 

What we did not foresee was that the transition from colony to 
independent state would be accompanied by the violence we have 
witnessed and the disruption of relationships between Belgium and 
the Congo with such adverse effects on the interests of both countries, 
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URGENT CONGOLESE NEEDS 


The new Congo republic needs help urgently to restore some of 
the fundamental conditions that will permit a more normal life to be 
resumed. Administrators and technicians must be trained. Minimum 
social services must be resumed. 

Transportation must become available once more and telephones, 
telegraph stations, and the mails must operate throughout the 
country. 

Essential banking and other services to the business community 
must be performed. It is our earnest hope that stability may be re- 
stored in this troubled area and the energies of its peoples and of 
the United Nations may be turned to the tasks of redirecting its 
economy into a path of peaceful progress. 


OUTSIDE HELP ESSENTIAL TO CONGO 


Despite the uncertainty of the situation, a careful review of the 
present economic situation in the Congo makes unmistakably clear 
that the restoration of order, the resumption of economic activity 
and the conduct of government will be totally impossible within the 
resources which can be presently mustered by the Congolese intern- 


ally. 

Substantial outside help will be essential for some time. The 
Congo has a real sehentie’ for achieving a healthy economy but the 
realization of this potential will be possible only if aid is forth- 
coming. 

It is our view that the problems of achieving economic order and 
starting on the road to progress should be dealt with through the 
offices of the United Nations. We wish it to be clear to the Congolese 
that we are willing to help them in achieving stability and a start 
toward progress within free Congolese institutions and do not aspire 
to control or direct their affairs. 

Certainly we expect and believe that other free world nations will 
wish to assist in the same way. 


POSSIBLE DEMANDS ON CONTINGENCY FUNDS 


Still other nations may offer to assist with a view to securing Com- 
munist control. It is too early to know what precise dimension or 
form of help will be needed by the Congo and what our fair share 
may be. However, it is very possible that the needs in the Congo 
together with the $20 million grant of fiscal year 1961 funds for 
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Chilean reconstruction could come close to exhausting the present 
contingency authorization leaving little or nothing for the needs that 
experience has taught us will surely develop elsewhere. 
or instance, during the present year some 16 additional African 
nations will gain their independence. It is our earnest hope that the 
transitions will be made peacefully but in this vast and often troubled 
continent it would not be surprising if serious problems arose be- 
ond the capacity of the peoples concerned to resolve alone. We must 
be in a position to take prompt and constructive action in concert with 
other free nations if the need arises. 
I sincerely urge that favorable action on the President’s request. be 
romptly taken. It is an essential element in assuring our Nation’s 
interest 1n the uncertain days that lie ahead. 


RESTRICTION CONTAINED IN SECTION 551 OF MUTUAL SECURITY ACT 


Mr. Chairman, there is one additional matter that I would like to 

ut before you at this time. Your committee has frequently expressed 
its interest in providing adequate flexibility in the conduct of the 
Mutual Security Program and has invited suggestions for removal of 
any restrictive provisions which impair efficient operations. 

We are confronted at this time with a situation which in our opin- 
ion gives to section 551 of the Mutual Security Act, at least in part, 
a restrictive character which may well impede an effective response 
to the emerging situations with which we are likely to be confronted 
during the present fiscal year. 

That section, as the committee will remember, was enacted at its 
suggestion and was quite properly intended to prevent undue aug- 
mentation of various administrative expense accounts by use of either 
the transfer authority of the President under section 501 of the act or 
by use of the contingency funds. 

While we do not quarrel with the basic purpose sought by this 
committee in adopting this provision and believe that under normal 
circumstances it does not seriously interfere with efficient administra- 
tion, we do believe that in the particular situation we now face it 
will have this effect. 

Authorization and appropriation request for administrative ex- 
penses under sections 411(b) and 411(c) were formulated some months 
ago, in advance of both the recent congressional action increasing 
pay scales for Government employees and the unforeseen acceleration 
of demands for assistance to meet the troublesome political and eco- 
nomic situations in Africa. 

The action taken by the House Appropriations Committee has re- 
duced the amounts originally requested rather substantially. 

This action was also taken in advance of the pay legislation and 
the African developments. While we are hopeful that the Senate 
Appropriations Committee will report an appropriations bill which 
may have the ultimate effect of alleviating the administrative fund 
situation somewhat, it is not possible within the existing authorization 
to obtain adequate funds to cover both the pay legislation and neces- 
sary administrative expenses for the institution and execution of new 
programs in the African Continent which the rapidly developing 
situation is likely to require. 
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SUGGESTED SUSPENSION OF RESTRICTION 


I have discussed this matter with the Bureau of the Budget. and 
have obtained the agreement. of the Director of the Bureau that we 
suggest to you the desirability of obtaining a modification of the 
authorizing legislation which would have the effect of suspending 
the application of the restrictive injunction in section 551 insofar as 
it applies to sections 411(b) and 411(c) for the duration of this fiscal 
year. We are not suggesting the deletion of this provision from 
the law, but rather a measure of temporary relief. If such action is 
looked upon with favor by the committee, we believe that drafting 
of the necessary language can be quickly accomplished. ; 

Thank you, Mr. Chairman. 


REASONS FOR REQUESTING NEW LATIN AMERICAN PROGRAM 


The Cuarrman. Thank you, Mr. Secretary. I think that is a very 
fine statement, especially with regard to Latin America. 

It occurs to me that it has been only 4 or 5 months since the admin- 
istration submitted its Mutual Security Program which we authorized, 

What has happened since then to create a need for this new pro- 
gram? I mean, has the poverty, for example, in Latin America sub- 
stantially increased since you presented the program a few months 
ago? Has there been any serious deterioration in the standard of 
living in Latin America 

Mr. Ditton. I think there has been no change in the standard of 
living in Latin America but there has come a greater realization, both 
on the part of the United States and on the part of public opinion 
in our country and also within the countries of Latin America for the 
needs for social development. 

The program for this year was of course developed last. fall and sub- 
mitted in the President’s budget in January. 

Since that time, the President made his trip to Latin America, had 
the opportunity of talking with the Presidents of Brazil, Uruguay, 
Argentina, and Chile, and has received visits here in Washington 
from President Camargo of Colombia, Prime Minister Beltran of 
Peru, both of whom felt very strongly and were very eloquent on the 
need of programs of social development. 

Since that time there were also reports of trips by Senator Aiken 
and Senator Morse of this committee to Latin America, pointing out 
the same thing. 

There also is a report of your special consultants, heard by this 
committee, which pointed out the same thing. 

Finally as a result of the meeting with President Kubitschek it was 
decided:to hold a meeting of the Committee of Nine which was a sub- 
committee of the Committee of Twenty-One set up under Operation 
Pan America, to further the development of Latin America. This 
committee met in June and it became very clear when this meeting 
terminated, about the end of June—the 24th of June, I think it was— 
that further and substantial action in the social field was necessary, 

The committee decided to call a meeting of the senior organiza- 
tion—the Committee of Twenty-One—in Bogota on the 5th of Septem- 
ber, and it became obvious that we would have to submit a new 
program at that time. 
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The program now before you is the program that we would like to 
submit at Bogota. 

Since the Congress is in session now and may even be in session when 
the Bogota meeting begins, we felt we would have no stature at 
Bogota unless we could get congressional approval of this sort of gen- 
eral approach. ‘That is the reason why we have asked for this author- 
ization so that at Bogota the Latin American countries will know that 
we speak not just as the administration, but as the United States united 
in a will to help the people of Latin America in a new cooperative 
effort. 

The CuarrMan. In contrast to the change in the situation in Africa 
which is very dramatic and certainly was unforeseen, in Latin America 
there has been no dramatic change in the level of education or stand- 
ards of living or need for housing in the last 6 months or a year. 

This need has existed all along, has it not? 

Mr. Ditton. I think this need has existed. It has become more 
acute as time has marched on. I think that there was a substantial 
change in the situation in Latin America beginning some 3 or 4 years 
ago at the time when the prices of Latin America’s basic commodities 
dropped very substantially in world markets and since then progress 
in Latin America has been very much slowed. 

I think for a while people felt here this might be a temporary situa- 
tion, but the general opinion now is that it is more permanent and that 
the situation in Latin America is certainly not as favorable for de- 
velopment as it may have looked in the early years of the 1950s. 


PROGRA M’s RELATIONSHIP TO COMMUNISM IN LATIN AMERICA 


The CuatrMan. I notice you said nothing about the growth of com- 
munism in Cuba and elsewhere. Is this a circumstance which has be- 
come more clear lately? Did it have anything to do with creating 
this urgency on the part of the administration for this program ? 

Mr. Ditton. Certainly, it does obviously have an effect. This pro- 

ram was created in view of the desire and expressed need for it in 
Fatin America and our feeling that this need existed. 

Certainly I am sure that the governments of Latin America, all of 
them, have seen what has happened in Cuba, and recognize that they 
have to take action if they are going to avoid similar violent prob- 
lems. ‘They have to better the social conditions of their people, and 
it was in answer to that concept that we have acted. 

It certainly is not right to say this was a proposal that was suddenly 
put together solely because of the situation in Cuba. But it is 
equally true that the situation in Cuba is a dramatic picture of what 
happens when social progress is not keeping up in pace with general 
economic development. The general economic development in Cuba 
was rather good but their social development was not rapid enough nor 
adequate enough, and we have a government now in Cuba which came 
to power as a result of these things, but now seems to be following a 
Communist line. 


COMMODITY PROBLEMS IN LATIN AMERICA 


The Cuarrman. You didn’t say too much about this question of raw 
materials. Is there any thought in the administration of some means 
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of bringing greater stability into the markets for the raw materials 
which are produced in most of the Latin American countries ? 

Mr. Ditton. Yes, Senator; I think we have begun to make a whole 
series of steps to help the situation in Latin America, beginning 
shortly after the economic meeting in Buenos Aires 3 years ago where 
it became clear that something had to be done. 

One of the first steps and one of the early steps was a change in our 
position regarding these commodity problems and a recognition that 
we would have to join in doing what we could to help. 

We have joined with Latin American countries, and in fact given 
impetus to the creation of a coffee group which has since been extended 
to cover producers in Africa and consumers in Europe, and as a result 
there has been a very considerable stabilization of the coffee market, 
This is by far the largest single crop and most important single 
commodity in Latin America. 

We have also worked in similar fashion with cotton which is highly 
important to a number of Latin American countries, and we have 
worked with and in fact suggested, the creation of the lead and zine 
study groups which are working under the U.N. and which have been 
of assistance in getting agreement to curtail overproduction of lead 
and zinc throughout the world; this has led to greater stability in 
these markets. 

So we are working on the problem. It is vitally important. I 
would like to say in this regard that there is a bill before the Congress 
which suggests or recommends that there be a drastic increase in 
tariffs on jead and zine. I can’t conceive of anything that would be 
more harmful to our situation in Latin America than the enactment of 
that bill and if such a bill should be enacted, it would certainly com- 
pletely offset any benefit which we might get out of this new program 
that we are now engaged upon. 

So we feel very strongly that it should not be enacted. 


CONCEPT OF A LATIN AMERICAN COMMON MARKET 


The Cuatrman. Is there anything that you are suggesting or have 
in mind with regard to the development of the concept of a common 
market among all Latin American countries? 

Mr. Ditton. At the Buenos Aires conference we said we favored this 
general concept. Since that time we have made it more clear, and we 
have cooperated actively with the Central American countries in help- 
ing them to work out the details of the common market that they are 
trying to set up. We have also told South American countries and 
ECLA that we strongly favor their efforts toward a common market 
as long as it is kept reasonably in line with the principles of GATT. 
This they agree to, so we are there to help them and encourage them in 
every way in that direction. We think it is a proper course. 

The Cuarmman. You think it would be wise for us to join such a 
common market ? 

Mr. Dion. Well, that at the present time would raise a lot of 
questions that probably would not be very much welcomed by some 
of the Latin American countries because it would put their industries 
that are newly developing at a very great disadvantage compared 
to us. 
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It would create certain problems for us in such agricultural com- 
modities as cotton and it would certainly do so in some of the metals. 
For that reason, I would think that such a development should be 
kept for the more distant future although in the long-term future, I 
think it is a thing we should look forward to. 


ADMINISTRATION OF PROPOSED LATIN AMERICAN PROGRAM 


The CuHarrman. You say no new instrumentalities are contem- 

lated for administering this program. There has been a good deal 
of talk that some new approach is necessary from an administrative 
point of view. Have you given much thought to the possibility of a 
new agency comparable to the OEEC which would develop whatever 
the plans are? 

Mr. Ditton. Well, I would say two things about that. When we 
say no new agency we mean not to create an additional new agency at 
this time. Certainly the Inter-American Bank is a new agency. It 
actually has not yet started to work. We suggested it 2 years ago. 
It has now been created and ratified and it starts to work on the 1st 
of October. 

We plan to use this new inter-American agency to the maximum 
extent and this Inter-American Bank is willing and happy to do this 
work. They think they can do it very well. 

Another possibility you talk about is an OEEC for Latin America. 
I don’t think anything of exactly that kind is needed now because we 
already have the Inter-American Economic and Social Council, 
IA-ECOSOC, which is in effect the same sort of organization. We 
could give them more to do in this field, and this might happen. 

They might be used to a larger extent. They are being used now to 
study and finance studies of the economic development needs of each 
of, 1 think, 11 countries in Latin America which have asked for such 
studies. This was part of the work of the Committee of Twenty-One 
which recommended this. 

The reason an OEEC was needed in Europe as against the similar 
Economic Committee for Europe is that the latter committee, being an 
United Nations Committee, had in it all the Communist powers who 
did not wish to join in the Marshall Plan. Therefore an OEEC was 
necessary in those countries that did wish to join the plan. But in 
Latin America under the OAS system you already have such a com- 
mittee; it may be necessary to give it greater life but not necessarily 
& new one. 

The Cuairman. You think the International Development Asso- 
ciation may have an increased role to play in this area? 

Mr. Ditton. Certainly in Latin America as well as elsewhere, and 


that institution will, we hope, come into effective operation next year 
at some time. 


QUESTION OF COOPERATIVE EFFORTS IN AFRICA 


The Cuatrman. Senator Green, do you have any questions? 
Senator Green. First, I would like to ask a preliminary question. 
You stated we must be in a position to take prompt and constructive 
action in concert with other free nations if the need arises. 
59664608 
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What has already been done along that line? 

Mr. Ditton. Well, this is if the need should arise in other countries 
of Africa, we have planned to use a certain amount of contingency 
funds for that purpose. 

Now they will be necessary for the Congo. What we have done, 
for example, is to send survey teams to a number of former French 
colonies such as Mali, Cameroun, and Guinea. We have sent techni- 
cal assistance personnel to the British areas of Nigeria, Ghana, and 
British East Africa and are currently sending a survey team to Sierra 
Leone, since we may be requested to initiate a technical cooperation 
program there. 

It is our hope that the countries of Europe will continue to perform 
the major role financially in the newly developed countries of Africa 
a the Common Market. 

The members of the Common Market have put up $500 million for 
that purpose which they are spending. We would hope the major 
share of aid to these areas would come from the countries of Europe 
and not from the United States. 

We have also been working with the new Development Assistance 
Group which was set up last winter to try to promote greater Euro. 
pean contributions in this area, and with some real success. 

Senator Green. Have any definite proposals been made to these 
other countries ? 

Mr. Ditton. Do you mean definite proposals to other African 
countries, sir? 


i 


Senator Green. Yes. You must reach definite agreements with | 


them if you are going to accomplish the purpose to which you 
referred. 

Mr. Dion. Many of them are just becoming independent. as of 
now. I think something like eight in the month of August alone, 
and we have not made any definite proposals for them, but we pre- 
sume that during the course of the year there will be need for some- 
thing in that area because they will be talking with us. 

Senator Green. Have any definite proposals been made by our 
country to any European country ¢ 

Mr. Ditton. To the European countries we have made proposals, 
very definitely, specifically to this Development. Assistance Group and 
especially to the Germans. We have talked with the British, we have 
talked with the French. We have talked definitely with all three of 
them, yes, sir. 

Senator Green. Have you in mind making some new additional 
proposals in view of the situation now ? 

Mr. Ditton. In these particular countries, no. In view of the pro- 
posals we have made it is our hope and understanding that the burden 
will be carried to a large extent by these European countries, and 
unless the situation changes we fully expect that to be the case. But 
we do think that we will need some modest amount of funds for emer. 
gencies which might arise in these countries if, for instance, one of 
these new African countries decides that it does not want to continue 
in this friendly relationship with its metropole country, as we hope il 
will. 

Senator Green. Then, the other way around, have other countries 
made any proposals to us ¢ 
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Mr. Ditton. Of the other countries in Europe that we have talked 
to, both the British and the French have stated that they feel that 
they would like to, and are prepared to carry the bulk of this respon- 
sibility, that they are ready, willing and able to do so, but they do 
recognize that there may be some need for assistance from a different 
jlace so that these new countries can understand that they are not 
still tied to their one mother country, but can get technical assistance 
and modest development assistance elsewhere as well. While there 
are no definite proposals from the point of view of dollars and cents, 
we do feel that we will need some funds for this purpose, but that 
they will be minor compared to what European countries will spend. 

We have that assurance. 

Senator Green. If additional cooperation is desirable from our 
point of view, what steps are being taken to bring it about? That 
is my point. 

Mr. Ditton. Well, I don’t think anything additional is needed now 
with the European countries because we have had very full talks 
with all of the European countries several times this year, and I 
think we have a very good understanding with them. 

It is not possible to know what the situation will be in these new 
African countries until they actually become independent, and have 
their own government, and have the time to think a little bit about 
what they want to do. 

We do have people in these countries ready to talk with them and 
ready to talk with European countries that are particularly inter- 
ested. So we do have the proper framework set up. 


EXTENT OF EFFORTS TO INSURE COLLECTIVE ACTION 


Senator Green. Let’s go back to the language I was commenting 
on, that “We must be in a position to take prompt and constructive 
action in concert with other free nations if the need arises.” 

As I understand you, we are not now in such a position. 

Mr. Ditton. Yes, because we have no funds, that is why we are 
asking for the extra funds. 

Senator Green. Yes, but we are not now in such a position. 

Mr. Ditton. Because we have no funds, 

Senator Green. Yes, but the need has arisen, has it not? 

Mr. Ditton. The need has arisen in the Congo. I think the funds 
we look forward to getting under the current authorization would 
be enough to take care of the new needs in Congo and Chile but not 
anything else. 

enator GREEN. I am not talking about the funds; I am talking 
about agreement as to funds. How far have you come in achieving 
concert with other nations; how far have you gotten in your efforts 
toreach agreements ? 

Mr. Ditton. We have agreements with them. Mr. Upton, who is 
here has just come back after spending a month doing nothing but 
talking for the Treasury Department with the Germans, the Italians, 
the French, the British on this very subject. 

I have talked to them. We have talked to them numerous times 
and we have agreements with them but we have no funds on our own 
side to do our part as a result of what happened in the Congo. That 
is why we need new funds. 
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Senator Green. Well, has an agreement been reached with any of 
them subject to funds being provided by us? 

Mr. Ditton. No agreements have been reached on specific amounts, 
but we do have agreements, we do have full assurances; agreements 
are written things, that is not what we have. We do have full as. 
surances from the French and from the British, the countries pri- 
marily concerned with these new countries in Africa, that they feel 
that they can take care of by far the great bulk of the need in these 
new countries. 

They do feel that some modest amount, which they are not able 
to estimate until these countries become independent, will be needed 
in excess. We would have had the ability to handle such amounts 
with funds that were available to us for contingency purposes until 
the Congo emergency came along. Now our flexibility is virtually 
eliminated and we see a need for additional funds. 

Senator Green. May I again refer to the language which I was 
commenting on: “We must be in a position to take prompt and con- 
structive action in concert with other free nations if the need arises,” 

I assumed that meant we were not now in that condition. 

Mr. Ditton. We are not now because we don’t have funds. But 
we are in every other way. All we need is this extra $100 million of 
contingency funds, and then we will be. 

Senator Green. Well, do you mean you have made definite requests 
which have not been complied with? 

Mr. Ditton. For money; no, sir. We are making a request for 
$100 million in new authorization for contingency funds. 

Senator Green. Well, that is your request for money. 

Mr. Ditton. Yes. 

Senator Green. Is that the only thing that is lacking? 

Mr, Ditton. That is the only thing that is lacking. 

Senator Green. That is what I am trying to find out. 

Mr. Ditton. Yes, sir. 

Senator Green. Thank you. 

The Cuarrman. Senator Hickenlooper ? 


LATIN AMERICAN CONTRIBUTIONS TO DEVELOPMENT EFFORTS 


Senator Hickentoorer. Mr. Secretary, in this program proposal in 
Latin America, how much are other Latin American countries pro- 
posing to contribute to this fund for mutual help ? 

Mr. Ditton. That is what we wish to develop in detail when we 
talk with them after the meeting at Bogoté, and we think that before 
we ask for appropriations of funds we ought to have fairly definite 
indications of what the various countries are going to do. 

We do know that in the budgets of countries such as Peru, there 
are already very substantial funds for this purpose. 

Senator Hickenwoorer. For assistance to other countries? 

Mr. Ditton. No, for their own development. 

Senator Hickentoorrr. I am talking about how much Latin 
American countries are putting in this program for assistance to the 
countries in the area. 

Mr. Ditton. In this new program ? 

Senator Hicken.oorer. Or any program. 
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Mr. Ditton. They put in a substantial amount of funds into the 
new Inter-American Development Bank just for that purpose. I 
can give you the figures here—the U.S. total is $350 million, and 
Latin Americans are putting in $500 million, for the ordinary lending 
operations side of the Bank, and in the Special Fund we are putting 
in $100 million and they are putting in $50 million. 

The grand totzi is $450 million from the United States and $550 
million from other Latin American countries. 

Senator Hicken.oorer. That will go into the common pot. 

Mr. Driton. Yes. 


LACK OF EDUCATIONAL PROGRESS AND ECONOMIC DEVELOPMENT 


Senator HickrenLooper. Now, Latin American countries were gen- 
erally settled around the 1500’s, weren’t they ? 

Mr. Ditton. I would say they began along in that time, yes, in 
the 1500’s, yes, that is correct. 

Senator Hickrennoorrr. And they, until recently, have not made 
much progress in what one might call mass education or devel- 
opment of their economies so far as the people of those countries 
are concerned as a whole. Isn’t that correct ? 

Mr. Dixon. That iscorrect. There are certainly sharp differences 
between various countries, but on the whole, that is a fair statement. 

Senator HickENLoorer. In the main, in most of these Latin Ameri- 
can countries there still exist systems where there are a few very 
wealthy people and a tremendous mass of what we might call poverty- 
stricken people. Is that correct? 

Mr. Ditton. That is correct. I think they need tax reform and 
that is one of the things we would hope will come through this 
new program. 

Senator HickEN.Loorer. In their countries, the Latin Americans 
have not established over these years a comprehensive system of 
education among the people, have they? Education and educational 
facilities have been very limited, have they not? 

Mr. Ditton. Education and educational facilities have been limited. 
There has been a tremendous growth in population, larger than in 
any other part of the world, so the demand for educational facilities 
has been growing very rapidly and it certainly has not been adequately 
met. 

Senator Hicken Looper. What dealings we have had in Latin 
America by way of assistance, technical cooperation, and matters of 
that kind in recent years have been largely government-to-govern- 
ment operations, have they not? 

Mr. Ditton. They have been largely of that nature, yes, except 
that we have had a tremendous amount of private investment into 
Latin America which has brought with it technical assistance and 
which has been, of course, on a private basis. 


NEED FOR LATIN AMERICANS TO HELP THEMSELVES 


Senator HickenLoorer. Don’t we have a concept in this country 
which we believe to be pretty sound, that progress and development 
have to come from the determination of the people themselves? That 
1s, we developed in this country our own educational systems in the 
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local communities, and we demanded our own progressive rights here, 
and so on. Until there is some kind of an urge and a real demand 
that the people in those Latin American countries do something for 
themselves, governments of paternalism will still continue down there, 
won’t they ? 

Mr. Ditxon. I[ think that urge is clearly there, Senator. Now cer. 
tainly the thinking of the leaders, such as the President of Colombia, 
who expressed himself on this subject when he was up here, the think. 
ing of the Prime Minister of Peru, the President of Brazil—just to 
name a few whom we have talked with—are very strongly in this di- 
rection. 

They all realize that they have to do the main job and they are de- 
termined to try to do it themselves. But they also know, and it is 
fact, that if they get no help from the outside, they will very likely 
not be able to accomplish this in time to prevent violent revolution in 
their countries, and that is the reason why they ask for help from us 
of a cooperative nature which can only be good if they prepare the pro. 
grams and the programs are sound and then we join with them in these 
programs. 

That is the underlying philosophy of our new proposal. 

Senator Hickentoorer. Well, I understand that is the underlying 
philosophy. But I am questioning whether any of these countries 
can or will do the things necessary to establish their economies and 
their social systems on a sound progressive basis, so long as they merely 
look to the governments to do things for them down there. And we 
are dealing, and have been dealing, and some of these interested people 
in these Latin countries are dealing, on the basis of governmental 
agencies doing these things. 

I have in mind, for instance, the fact that Brazil is a very rich 
country from the standpoint of natural resources and should be a very 
rich country from the standpoint of opportunity of its people. Yet 
they are having financial and economic difficulties there and that will 
continue. 

I don’t know what the cruzeiro is worth now but it certainly is way 
down. 

SITUATION IN ECUADOR 


But I can think of a contrast and that is the country of Ecuador. 
Ecuador about 12 years ago decided to do something about its own 
affairs, and I believe today the Ecuadorian currency is one of the most 
stable and solid currencies in the world. Isn’t that correct ? 

Mr. Dutton, It has been very stable these past years, yes. 

Senator Hicken.oorer. At the present time ? 

Mr. Ditton. Yes. 

Senator HickenLoover. And, comparatively speaking, I don’t be 
lieve Ecuador has gotten a great deal of help from the outside by way 
of donations, has it ? 

Mr. Ditton. It has had considerable help in the way of loans from 
the Development. Loan Fund, the Export-Import Bank, the World 
Bank, and so forth for its size. 

Senator Hicken Loorrr. But Ecuador has taken hold of the problem 
itself, and has proved that by determined efforts within its own people 
and its own government it can establish a very stable government from 
an economic standpoint there. 
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Mr. Ditton. That is correct, but the government of Ecuador is one 
of the governments that has approached us very strongly on the need 
for just the type of program that we are talking about now, and the 
need in Ecuador for greater programs of land reform which they have 
not been able, despite the good measures they have taken, to put into 
effect; they wish to do so, and they need a certain amount of assist- 
ance for that. 

Senator Hrcxentoorer. And I certainly think that is a country 
that deserves this assistance. 

Mr. Ditton. That’s right; we do, too. 

Senator Hickrentoorer. What I mean is that they have shown by 
their own efforts that they are approaching this matter in a sound, 
realistic manner. And I think they are attempting, and with some 
considerable success, to revamp their tax structure, and to put re- 
sponsibility in their people as individuals. And results are being 
shown in Ecuador. 

Mr. Ditton. I think that is correct. 


SITUATION IN CHILE, COLOMBIA, PERU, AND ARGENTINA 


Senator Hickentoorer. Now, I am concerned about whether or 
not a lot of these other countries are willing and determined to take 
the necessary and vigorous steps that have to be taken in order to 
put their economies on a sound basis. If they are, I certainly believe 
we should give them every reasonable assistance. 

Mr. Ditton. That is our whole idea. 

Now certainly there is reason for hope. Certainly the Government 
of Chile has done just this. A very strong stabilization program was 
adopted by her government that was freely elected with this stabiliza- 
tion program known to be its platform. Chile has been doing a fine 
job. 

The same thing is true with the Government of Colombia, and the 
present Government in Peru is working in the same direction very 
hard. 

We have had a further example in the Argentine, where the new 
government of President Frondizi has done a remarkable job of stabil- 
ization. So I think certainly there is good hope that the govern- 
ments in South America can do this and want to do this and will do 
it but they will be greatly helped and strengthened with the knowledge 
that if they do take these sorts of steps they can look to some assistance 
along the way from the United States. 


NEED FOR LATIN AMERICANS TO HELP THEMSELVES 


Senator HickenLoorer. Well, the point I am pursuing here is that 
the program will be less than successful unless there is a determina- 
tion within a Latin American country itself to do the things that it 
has to do, and there has been a lack of that in many of these coun- 
tries. It has been a lot easier to borrow money from the United 
States or get assistance and go on with their own easy ways and not 
get right down to the hard facts of life and establish the type and kind 
of responsibility within the countries that will enable them to help 
themselves. Until they do most of this helping themselves, I don’t 
see that they can make a great deal of progress. 








20 AMERICAN REPUBLICS COOPERATION 


Mr. Dixon, I agree with you entirely, Senator, that this program 
can’t be a success at all unless the individual countries concerned are 
ready to make a very substantial effort to stabilize their economies, 
to modernize their tax systems, and so forth. 

I do think that a much greater realization of the need for this thing 
has developed in various parts of Latin America in the last 2 years, 
I think that the situation is hopeful and that with understanding and 
encouragement on our part of those who are ready to move in this 
direction, we will have greater progress in the next few years than 
we have had in the past. 

Senator Hickentoorrr. Well, I can only say that I hope that some 
pretty straight talk can be had among these countries and a full 
realization can be had that they aia have to do some of these 
things that are a little burdensome from a political standpoint from 
time to time. 

Mr. Dion. That is correct. 

Senator Hickenwoorer. It is easier to follow the line of least re. 
sistance than it is to do the tough things that have to be done, and 
that is emphasized mutually among these countries. 

I am just referring to the Marshall Plan. The Marshall Plan was 
not based on pure donations to the nations of Western Europe. A 
proposition was made on the basis of what the nations of Western 
Europe could do for themselves, the utmost they could do for their 
own rehabilitation, and that then after that program was set up, and 
their own plans made, we would see what we could do for them. And 
it worked out on that kind of a basis and of course they are back 
now on a self-supporting and very prosperous level. 

Well, I am not opposed to your program at all, but I do think that 
very often these countries just look to the United States as the great 
source of unlimited contributions and think it is easy to get money 
from the United States and they don’t really have to do the things 
that they should do under their own responsibility to make this con- 
tribution which mainly has to come from them. 

Mr. Dmuon. I think that is entirely correct, Senator. From the 
point of view of Latin America, I think I can fairly say they have 
not been in a position of receiving very substantial sums of what 
might be called foreign aid from the United States as compared to 
other parts of the world in the past and while I don’t know whether 
any ian nations may have the feeling this is something easily come 
by, I rather doubt if they do in Latin America. 

Senator Hicxenwoorrr. Well, of course, that is another field of 
argument that I happen to recall at the end of World War IT when 
Latin American countries had a great surplus of dollars. Their econ- 
omies had prospered greatly during the war. For some reason that 
dollar surplus has been dissipated over the last several years and 
they have not seemed to make much social or economic progress until 
fairly recently in some of these countries. I don’t mean to pursue 
that argument one way or the other. Our assistance to Western Eu- 
rope, of course, was to a completely devastated area. That area did 
not have these surpluses of dollars and surpluses of profits that came 
out of World War IT. 

That is all, Mr. Chairman. 

The Cuatrman. The Senator from Montana? 
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SIGNIFICANCE OF STATEMENT OF AIMS 


Senator Mansrrexvp. Mr. Secretary, I want to join with the other 
members of this committee in expressing my appreciation for the fine, 
well thought out, well-considered statement made in behalf of the 
legislation proposed by the administration and now under considera- 
tion by the committee. 

I want to especially commend you for your proposal on page 5 
which is contained within the quotes in four paragraphs. This ex- 
presses the need for social and economic development and indicates 
that they must go hand in hand. It emphasizes that a cooperative 
effort is necessary, and that cooperation is a two-way street. It spells 
out in some detail just what the administration, in making this request 
for an authorization, has in mind—assistance in the fields of land 
settlement, land utilization, housing, vocational, technical and scien- 
tific training, and basic public facilities such as potable water systems 
and sewage systems. This reads good; it sounds good. And because 
it is in a sense addressed to all the peoples and governments of Latin 
America and because it is highly significant, I think perhaps we 
ought to call it the Dillon declaration and hold the Government of 
our country to a continuation of proposals based on this message to 
our Latin American friends. 


ASSISTANCE TO CHILE 


I would like to ask one question about the rehabilitation proposal 
for Chile based on the extraordinary amount of damage done to that 
country because of acts of God in the line of earthquakes, tidal waves, 
and so forth. 

Under this authorization of $100 million for Chile, which would 
not become available until next year, if approved, what would be 
done? What is being done in the meantime to help bring about a 
rehabilitation of the devastated areas? 

Mr. Ditxion. Senator, we made immediately available $5 million, 
roughly, in emergency aid to provide food, hospital equipment, things 
of that nature to Chile during the crisis period. 

The $5 million came out of last year’s funds because the earth- 
quake and flood occurred then. We are providing a $20 million grant 
from fiscal year 1961 funds to help out with the job of relief and 
reconstruction. 

The Chileans have talked to the Germans and the Japanese who 
are helping them finance the reconstruction of their railroad system 
which was pretty well affected in the southern part of Chile. 

We are also hoping to make available under Public Law 480 a pro- 
gram of probably some additional wheat which would generate local 
currency to be used for reconstruction purposes. 

Finally, the DLF will probably be able to do something. Mr. 
Brand of the DLF, along with a member of the Export-Import Bank, 
and some engineers, during July went down and visited the devastated 
area of Chile, and thus we have a pretty good idea of what the prob- 
lem is. Within its available funds the Development Loan Fund will 
make some loans to Chile in the next month or two. 

The primary purpose of this authorization which we request at 
this time is to give assurance to the Chilean Government that extra 

59664—60——4 
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funds will be available. This will be very helpful to them in obtain. 
ing successful approval in their Parliament of actions which are re. 
quired if Chile is going to take care of a substantial part of recon. 
struction herself without giving up her new stabilization program, 

They have made such suggestions to their Parliament and they are 
being debated now. 

The funds that they can possibly get from their own resources, 
while pabudbetia)--qeuneth inal like $150, $160, $200 million—are not 
enough to do the job, and the Government of Chile has felt that it 
would be very helpful if they could have a substantial indication 
of U.S. assistance and that it would influence their congress to adopt 
the conservative and difficult. legislation which is necessary if they 
are going to carry through their share of the job. 


NATURE OF LATIN AMERICAN PROPOSAL 


Senator Mansrievp. That special consideration should be given to 
Chile, I think, is a very meritorious proposal. And I would 
point out that it appears to me that this proposal for Chile is some- 
thing apart from what is being contemplated in Bogota in the creation 
of some sort of hemispheric cooperative dev elopment, so it stands on 
its own feet. 

Is it correct to say also that insofar as the proposals being made 
by the administration to Congress are concerned, that they likewise 
stand apart from the present situation in Cuba and are to be looked 
at on a hemispheric basis ? 

Mr. Ditton. Totally so, yes. 

Senator Mansrretp. However, we cannot, of course, lose sight of 
the fact that events are happening in Cuba. The administration has 
been criticized by me, among others, about the timing of the Presi- 
dent’s statement on July 11 at Newport that this proposal now before 
us was to be presented. 

I wish to state publicly that I was in error in criticizing the timing. 
While it did look bad, it is my understanding, in examining the situa- 
tion, that this matter had been looked into at least from the time 
beginning 2 years ago when Messrs. Kubitschek and Schmidt on the 
part of Brazil offered the Operation Pan America plan for considera- 
tion, and I believe prior to that when Secretary Anderson and others 
met in an economic conference of some kind or another down there in 
Buenos Aires. So it was unfortunate that the timing matter arose 
relative to this proposal. 

It. did create an erroneous impression, but I am happy to state for 
the record there was no connection between the action taken by this 
(‘ongress on sugar, a purely domestic matter with us, and the action 
requested by the administration. 


LATIN AMERICAN INITIATIVE 


Now, you mentioned something about the peoples of Latin Americ: 
to the effect that their rulers ought to develop their own ideas. 
Is it true to state that in rec rent months and years they have indi- 
cated an initiative on their own in the formulation of such ideas as 
Operation Pan America,.a Central American Common Market, anda 
South American Common Market? And I might mention in this con- 














ne 





ng. 
ua- 
me 
the 
Ta- 
ers 
: in 
‘ose 


for 
his 
10n 


‘ica 


dli- 
as 


da 
on- 


AMERICAN REPUBLICS COOPERATION 23 


nection the promulgation of programs by Premier Beltran of Peru 
who was able, thanks in large part, I believe, to reeommendations made 
by the senior Senator from Vermont after a visit there, to get a loan 
to build housing projects for the people in his country, and most 
recently to get a $53 million credit to bring about some degree of land 
reform by moving people from one area into more habitable areas and 
receiving Government assistance at the same time. 

I want to say again that I think that you have made a splendid 
statement and that I hope that Latin American nations will take the 
Dillon declaration to heart, that we will too, and that out of this will 
come a new understanding and a better degree of cooperation between 
the nations of the Western Hemisphere. 

Thank you, Mr. Chairman. 

The Cuarmman. The Senator from Vermont ? 


PRESIDENTIAL COMMITTEE ON LATIN AMERICAN AFFAIRS 


Senator ArkeNn. Mr. Dillon, I agree with the other members of this 
committee that you have made a very excellent presentation of the 
situation in Latin America with which I am sure that anyone who 
has studied it at all will agree. The problem seems to be what to do 
about it? 

Last fall, in November, the President appointed a committee on 
Latin American affairs. Has that committee been active and has it 
been influential in bringing about this program proposal ? 

Mr. Ditton. That committee, the public members of that com- 
mittee, have strongly supported this sort of action. It has been 
active. It had a 2-day meeting in Washington last spring in which 
they emphasized the importance of this type of work, and suggested 
that we try to develop a program of this type. 

They had another meeting early in July just before the announce- 
ment of this program by the President in which we discussed the pro- 
gram and the principles with them, and the public members of that 
committee were unanimous in strongly favoring this type of effort. 

Senator Arxen. I want to say that I am very much pleased with 
the growing realization in this country of the importance of coopera- 
tive endeavors between the United States and the other American 
states, including Canada, if you will, too. I know there is a growing 
interest in Latin American affairs in Canada as well as here, and our 
press today is doing a far different job in keeping North Ameri- 
cans aware of what is going on in South America than I have ever 
known it to do before. 


PROPOSAL MADE BY BRAZILIAN PRESIDENT KUBITSCHEK 


Now you refer to Operation Pan America in a complimentary man- 
ner. President Kubitschek proposed a cooperative effort on the part 
of, I believe, the larger American states. I don’t know whether his 
peppoeal included all of them or not. He estimated a cost of $40 

illion, as I recall it, which seemed like a considerable sum to us at 
that time. I assume that he was referring to the amount which 
would be ultimately necessary to make appreciable progress toward 
his desired goals. You say here that our initial contribution to this 
cooperative enterprise should be not less than $500 million. 








24 AMERICAN REPUBLICS COOPERATION 





Of course, there is quite a divergence between our share of a $40 
billion effort and the $500 million the 

ing point. He is referring, I assume, to a point which would be 
reached after a period of years. 

We all know that $40 billion spread over a period of many years 
is not—well, as a Texan said, you have to remember that a billion 
dollars doesn’t go as far as it used to, and it just does not. But is 
this divergence between President Kubitschek’s proposal and our 
proposal now so wide that the two could not be brought together? 

Is there an irreconcilable divergence there? 

Mr. Ditton. I would hope not. I don’t think that President Ku- 
bitschek himself personally has ever used any of these very large 
figures. He has talked about his program only in general terms, 


at we are referring to as a start- | 


However, they have been used by the Brazilian economists who are | 
advising him and we know there has been some thought along these | 


lines. 

The way these figures were arrived at was by taking a target figure 
of average gross national product throughout Latin America, roughly 
twice as high as it is today, and saying we ought to get there in 15 to 
20 years, and then making all sorts of assumptions as to how much 
new plant was needed to achieve that, figuring backwards and getting 
a figure. 

erefore, the figure itself is really a very questionable figure al- 
though it is obvious that you need a lot of money. We feel it is much 
better to start from the beginning and move ahead as you develop 
specific programs, while recognizing that his goal of wanting to 
double the standard of living of the people of Latin America is per- 
fectly worthy and reasonable. Since we are glad to help work toward 
it within the means that are available both here and in Latin America, 
I think the two can be put together. 

Senator Arken. I am not sure that President Kubitschek himself 
used the figure of $40 billion but I do know it has been used by people 
who are aware of the situation and of the plan that was in his mind. 


STABILITY AND PROGRESS 


That brings to mind the references which have been made by Senator 
Hickenlooper to the stabilization of currency in the Latin American 
countries. He pointed out that Ecuador was apparently very stable 
at the present time. We know the value of Peruvian currency has 
improved materially over the last 2 years. We know that the currency 
of Bolivia has been stable for a considerable time but with too many 
ciphers on the number of bolivianos to the dollar, 12,000. Brazil has 
been almost stable for about a year, as I recall it. But don’t we have 
a problem there where we have to balance the value of stability against 
the probability of revolution if a country remains static? 

Mr. Ditton. That is correct. 

Senator Arken. Isn’t there a conflict in some of those countries be- 
tween stability and probable revolution and the installation of a less 
desirable government from our point of view? 

Mr. Drtxon. I think that is a thing which has to be very carefully 
balanced in each country, and that is what I meant to indicate when I, 
in answer to Senator Hickenlooper, pointed out that the present new 
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$40 | Government of Ecuador feels that they have to now make more rapid 
art- | and greater progress in the field of land reform than they have in the 
| be | past. Their fine stable economy helps them to a considerable extent 
ut it apparently has not dealt with their social problems adequately 
sars | jn that they now feel they have to move somewhat faster. 


lion 

t is REASON FOR LATIN AMERICAN FINANCIAL DIFFICULTIES 

our ; Ae : ; 

4 Senator Arken. It is also true, is it not, that many of the financial 
difficulties of Latin America are due to the fact that they try to finance 

Ku- | long-term operations on short-term loans ? 


have been trying very hard to point out, particularly through the aegis 
of our representatives from the Treasury Department, such as Mr. 
Upton here, who is our representative on the Development Assistance 
Group. We attempt to get these European countries, as they sell 
ure | capital goods, to sell them on a long enough term basis, and not sell 
hly | things on a 3-year basis that should be depreciated and paid for over 
sto | 215- or 20-year basis and then ask somebody else to bail them out. 


Tge Mr. Ditton. That is very correct. That is one of the things that we 
. j 
are | 


uch Senator Arken. That seems to be one of Brazil’s difficulties at the 
ing present time. 
REPAYMENT OF LOANS TO LATIN AMERICA 

a I noticed in talking with Latin American, officials that they were 
lop not asking for gifts or handouts inany way. They weresimply asking 
to for credit from the United States. And over the years haven’t they 
rem been pretty good risks, Brazil particularly. Haven’t they repaid? 
ard Mr. Ditxon. So far, the record has been good with the exception, 
ica, of course, now, of Cuba, There were widespread defaults in the late 

twenties in Latin America but they have all been regulated through 
self the American Council of Foreign Bondholders. _ 
ple Senator ArkeNn. But the losses in Cuba are falling on private in- 
nd, | vestors, aren’t they? 


Mr. Ditton. That’s right. 
Senator Arken. As a Nation we have not been making large loans 
or grants to Cuba, have we? 








tor Mr. Ditton. We have a Government investment there in a nickel 
can plant. Except for that 

ble Senator Arken. That one that is not a private investment. It is 
has the same type of investment 

ncy Mr. Ditton. It is an industrial investment, that is right. 

ny 

has BILATERAL OR MULTILATERAL AID TO AFRICA? 

uve . . . . 
nst Senator Arken. Is the request for additional funds to Africa in 


the nature of a continuing contingency? I take it that you feel there 
are going to be some requests. Do you contemplate that actions in 


be- newly emerging African countries are going to be carried on bilat- 
ess erally or through the United Nations multilaterally ? 


Mr. Ditton. Until the Congo gets substantially on its own feet 
ly administratively, we feel assistance should be provided through the 
1 1, United Nations for economic as well as for security reasons, and we 
ew have so advised the Congolese Government and the United Nations. 

Most countries, the Canadians, the British, the Germans, and the 
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French feel likewise, so how aid to the Congo should be handled 
seems to be an accepted idea. 

Regarding the other countries in Africa, I think that our technica] 
assistance programs will probably be handled on a bilateral basis 
but only after a very careful coordination with other countries who 
are operating in the area. 

A meeting of the Development Assistance Group is scheduled in 
September or October, the main purpose of which is to discuss this 
sort of assistance and better ways of coordinating the program between 
the countries which will provide it. So it will be well coordinated, 


RESTRICTIVE CHARACTER OF SECTION 551 OF MUTUAL SECURITY ACT 


Senator Arxen. The last matter I would mention is the last para- 
graph of your statement where you point out you are restricted by 
section 551 of the Mutual Security Act which is handicapping your 
work in that I believe that provision prevents the transfer of funds 
to administrative funds that are available. 

How much are you going to be short? How much more do you 
need ¢ 

Mr. Ditton. We really don’t know. We can easily figure out what 
the costs of the pay raise will be. The additional cost of the pay raise 
itself is $1,800,000. But beyond that our problem comes largely from 
the African situation and particularly from the Congo where we are 
planning to provide technical assistance through the United Nations. 

Instead of having a technical cooperation agreement with the Congo 
Government and going through all the usual procedures of hiring 
technicians and having them paid out of technical cooperation funds, 
it is perfectly possible that the United Nations will say “We need 
some health technicians or some agricultural technicians and will you 
give them to us free ?” 

In that case the only administrative way we can handle them is to 
just put them on our administrative payroll and turn them over to 
the United Nations, so the technical assistance in the Congo may re- 
quire greater use of administrative funds than would ordinarily be 
the case, until the situation regularizes itself as a result of United 
Nations action. 

In addition, a bigger program there will require definitely more 
administrative personnel to follow this technical assistance program 
and to undertake all the planning, programing, and checking that are 
involved. We will need more administrative funds than we antici- 
pated when we made the original request, and that is what we are 
trying to accomplish by having the transfer restriction eliminated. 
I would think we are talking about a matter of $2, $3, $5 million, but 
that is just an estimate off the top of my head. It is not a large amount 
but it could be a vitally important amount and that is why we ask 
for this flexibility for just this one fiscal year. Next year we could ask 
for proper funds and would not have the same problem. 

Senator Arken. You don’t feel, then, that if the Congress granted 
your request for a hundred million dollars in additional emergency 
funds that you would be authorized to pay the additional administra- 
tive costs out of that authorization and later appropriation ? 

Mr. Ditton. Not unless we get this flexibility. 
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Senator AIKEN. This restriction would cover that. 

Mr. Ditton. If we get this flexibility here with the additional pro- 
eram it would be, but not otherwise. 

The CuHarrMAN. The Senator from Tennessee / 

The Senator from Louisiana / 


LOCAL CURRENCY AVAILABLE 


Senator Lone. Mr. Dillon, how much money do you have in soft 
currencies now through Public Law 480! 

Mr. Dizon. Totally? 

Senator Lona. Yes. 

Mr. Ditton. The total amount of funds around the world 4 

Senator Lone. Yes. 

Mr. Dition. I think it is something over $2 billion. I would have 
to give you that figure.’ I don’t have it exactly in my mind, today. 

Senator Lona. How much local currency in Public Law 480 funds 
do you have on hand now in Latin America ¢ 

Mr. Diti0on. I would also have to give you those figures, but it is 
not a very substantial portion of the worldwide total.2 Public Law 480 
has not been quite as active in Latin America as it has been in some 
other places because they have been somewhat better able to take care 
of their own agricultural needs. There are considerable funds in 
Brazil, the largest amount available in Latin America, I believe, but 
they have all been pledged to specific purposes. 

Senator Lone. Could you give us an indication of the amount of 
money available in Public Law 480 funds in Latin America now? 

Mr. Ditton. I have some figures which unfortunately do not show 
what is still available and unused, but they do show that through 
1960, the total for Public Law 480 sales in Latin America comes to 
S467 million, and of that $315 million has been available for use in the 
countries themselves under title I; $39 million was for title II grant 
emergency relief, and $112 million was for voluntary-relief agency 
programs—CARE, and programs of that nature; $315 million eur- 
rency has been generated under title I and that was in 20 countries 
so it is not very large c ompared with the rest of the world. 

Senator Lone. Yes. I am very much interested in seeing us get the 
best use out of Public Law 480 funds. T would like to know why we 
can’t use a lot of this Public Law 480 soft currency to achieve these 
objectives that you have in mind here. 

Mr. Ditton. Well, we can, and we are. [am aware of one example 
of that where we joined in the financing. The Development Loan 
Fund put up a million dollars to help finance the creation of the first 
private homebuilding association in Peru. We also, at the same time, 
put up a million dollars of Peruvian soles that we got as a result of 
Public Law 480, which was used for the same purpose. 

In addition, we had, I think, two or three more million dollars of 
local currency left for our other programs in Peru, and that is being 
used to build roads to open up these new areas across the Andes for 
resettlement purposes. So local currencies are, being used in this 





‘Information subsequently furnished is as follows: The unexpended balance of Public 
Law 480 foreign currencies in the custody of the U.S. Government, as reflected in the 
“Status of Funds Report of the U.S. Treasury,” as of Mar. 31, 1960, the latest data avail- 
able, is $1,895.2 million. 

? Information subsequently furnished is as follows: The unexpended balance of Public 
Law 480 foreign currencies available for Latin America in the custody of the U.S. Govern- 
ment, as reflected in the “Status of Funds Report of the U.S. Treasury,” as of Mar. 31, 
1960, is $114.8 million. 
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perteuier case, which was one of the newer programs with which ] 
nappen to be familiar. But the funds are not very big; there is only 
something like $4 or $5 million of local currency generated in Pery 
over 5 years. 

Senator Lone. It occurs to me that perhaps we ought to try to seek 
some modification of Public Law 480 to give this Nation complete free 
and unimpeded use of these soft currencies when we sell for soft cur- 
rencies. If that type of authority is needed, I would certainly ho 


that you would recommend it or that we would be able to get together | 


on something of that sort. 

Would it not seem desirable to you that these large amounts of 
agricultural surpluses should be used in preference to depleting fur- 
ther our dollar reserves and our gold reserves ? 

Mr. Ditton. To the maximum extent possible, I certainly do. 

Senator Lona. I would hope so. 


SUGAR LEGISLATION 


Now, I was one of those who, in the short time available, tried to 
assure for the administration the flexibility to purchase sugar where 
they wanted to purchase it and on flexible terms and conditions. If 
it was going to pay about twice the world market price I wondered 
whether those sugar purchases could not be used to gain some assur- 
ances that the benefits from them would be used to advantage eco- 
nomically in promoting the objectives that you have spelled out here, 

Mr. Ditton. I think that they could be. Of course, we were pretty 
tightly restricted the way it actually worked, so that the bulk of the 
new sugar quotas went to certain countries that had already had sugar 

uotas in the past. Mexico has been a prime example, and I am sure 
they will put it to good use, 

Senator Lone. The way that act finally came out, I don’t see that 
you had any flexibility at all, I regret to say. 

Mr. Ditton, Very little. 

Senator Lone. I would have liked to have seen you get it and tried 
to get it for you. 

Mr. Dion. Thank you. 

Senator Lona. I think that is about as much of a straitjacket as I 
have seen written for the administrative branch of Government. 

Mr. Ditxon. It was fairly tight, much too tight, for what we wanted 
to do. 

Senator Lona. It was my impression that we might have come more 
nearly giving you some leverage if the administration had fought 
harder for it previously. An indication given by some in your De- 
partment was that they were willing to accept or would accept what 
the House Agriculture Committee was willing to give them. 


REVOLVING LOANS 


Now could you see it as desirable in any program we undertake 
here that we try to work a loan program where the money that is 
loaned will help to build up institutions in those countries and event- 
ually come back to us so it can be used again ? 








ch I 
onl 
Pale 


Seek 
free 
cur- 


Lope 
ther 


S of 
fur- 


1 to 
lere 

If 
red 
sur- 
eC0- 
ere, 
atty 
the 


gar 
ure 


hat 
ied 


is I 
ted 


ore 
rht 
e- 
1at 


ke 


is 


AMERICAN REPUBLICS COOPERATION 29 


Mr. Ditton. Whether or not it could be used again, we would agree 
with that. Most of these funds would be used on a loan basis through 
the Inter-American Development Bank. And they would come back 
to the Inter-American Bank and then would be available for reloan. 

We rather favor using the Inter-American Bank to the maximum 
extent possible, because we have a feeling that possibly the Bank can 
be more influential than we could be, perhaps, in promoting the type 
of international economic reforms needed in these countries. If the 
Inter-American Bank recommends that they do something, it is not 
the United States telling them what they can do but it is their own 
bank. ‘That is why we prefer the assistance be channeled through 
that institution. 

Senator Lone. This is what I would like to see. 


DEVELOPMENT OF TRADE COMPETITION—SHRIMP SITUATION 


I would personally hope to see a lot of these countries develop 
economically, and I have lee supporting H.R. 5 over in the Finance 
Committee on that basis and I would like to see private capital ex- 
tended. But insofar as we use our aid money to build industries in 
these countries, should we not feel, and should you not particularly 
feel, some burden to try to preserve American industries that are going 
to be adversely affected by some competition. I particularly have in 
mind our shrimp situation now. We have helped to build up the 
shrimp fleets of nations all over the world and now we have gotten 
them up to the point that we can’t compete withthem. They are using 
equipment, much of which was purchased with our aid money, and 
paying 5 cents an hour or less in many instances, and we can’t com- 
pete with the wage costs of those countries. Their equipment is as 
good as ours in many instances—we saw to that—and now they 
are in position completely to take our entire market. 

We would not particularly object if they were eating most of that 
shrimp in their own country but they are putting our shrimp fishermen 
out of business. You ought to be looking ahead not only to those 
nations having problems but to us having problems that will result 
from our aid to them and by at least protecting our industries that we 
help build up in our own domestic market. 

Mr. Ditton. Yes; I agree with you entirely. We have that in our 
own law at least. with respect to loans by the Development Loan Fund, 
and that has to be taken into account in any loans made. Iam aware 
of this shrimp problem. I think it comes primarily from the discov- 
ery of tremendous quantities of shrimp easily taken in the Indian 
Ocean, and some of the industry that has been built up there perhaps 
received technical advice from the United States in the beginning but 
I think a good bit of it has been since without any aid from us. I do 
certainly recognize the need for doing something because they have so 
much cheaper costs that—— 

Senator Lone. A lot of it is coming in from Pakistan and Japan 
and some of the other countries we have helped, like Korea, I guess. 
We have had big aid programs for the fishing industry in most 
of those countries at one time or another. We helped a lot of them, 
and my feeling from the part of the country I come from is that we 
have shared our market generously. We are a sugar producer and we 

59664—60- 





—5 











30 AMERICAN REPUBLICS COOPERATION 


have been content to see half of the sugar come from the other coun- 


tries. Weare an oil producer and have been content to see 20 percent | 


of the market taken over. But on competitive products it is my 
impression that most of the things that can be produced in this 
country only have to share about 2 percent, on the average, of this 
market with foreign imports. Our people see this shrimp taking 50 
percent and in 5 years taking 100 percent. 

What kind of assurance can we have in helping to build up these 
industries that those people will consume some of the product and help 
build their own markets rather than put our people out of business in 
our markets ? 

Mr. Dizxon. Well, I think we have got to watch it, as we do in the 
Development Loan Fund now, and I think probably each particular 
situation must be looked at as it comes. I think the shrimp situation 
is a special matter different from some others and certainly it does 
require action. I have talked to people from the industry and I agree 
with you. 

Senator Lone. You are talking about not making further loans. It 
is all right with me if you make more loans and if you help build up 
their industry more. But I am talking about the other side of the 
coin. Where after you build them up there comes a point when, with 
the low wage standards those countries have and their equipment 
being in all respects equal to ours, they can put us out of business. 

Mr. Ditton. I think there is some legislation contemplated that 
might assist the shrimp industry. 

Senator Lone. The thing is that we can’t get your help for the 
legislation. 

Mr. Dixon. I don’t think you have had any very strong opposition 
about the shrimp legislation. 

Senator Lone. So far the Department has been opposed to it, and all 
in the world we are asking is just for a cutoff point to say “Well, now, 
at, some particular point we can continue to live.” 

Mr. Ditton. As I understand the legislation, as I understood it 
when it was described to me, it was just as you say and it was the 
cutoff point that was going to allow the South American shrimp in- 
dustry to continue as it had in the past, and was going to allow a 
certain relatively small but acceptable rate of growth for new coun- 
tries and it would seem to me it was quite reasonable. 

I didn’t realize there was any substantial opposition. 

Senator Lone. We had in mind a 5-percent growth factor for the 
big importers and up to a 25-percent growth for the small ones, but 
in the Department we were not able to get any support at all. It 
was just a matter of “Well, no. We want to consider that.” But 
finally if they have 50 percent of the business, and if that was your 
business, you would be feeling very much concerned about it. 

Mr. Ditx1on. I certainly would. I didn’t feel, I don’t think, the 
Department has taken a position of any active opposition to this. 
They may not have come out strongly in support of it, but I don’t think 
they oppose it. 

Senator Lone. Don’t you think that we should have some under- 
standing that there at least will be some acceptable formula that 
when we have built up industries of a foreign producer and par- 
ticularly those of underdeveloped nations to the point where they 
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are now in a position to put us out of business in our own market, 
7 any American industry paying taxes to support that program 
ht to be in position at some partic ar point to expect that he 

ma definitely have some protection in his market at least, at a 
very minimum ? 

Mr. Ditton. That is true. 

Senator Lone. Thank you. 

The CuarrMan,. Senator Capehart? 


wAS FOREIGN RELATIONS COMMITTEE CONSULTED ON PROPOSED PROGRAM? 


Senator Carsnarr. Mr. Dillon, I don’t want any questions that I 
may ask to appear in any degree to be personal or to criticize the 
administration or anyone else because there is no one more vitally 
interested in the development of Latin America than I am. Any- 
thing I say here today or do at any time I believe to be in the best 
interests of the relationship between the United States and Latin 
America. 

Let me ask you this: Did you discuss this plan with any member 
of the Senate Foreign Relations Committee before it was presented ? 

Mr. Ditton. I did not personally myself, no. 

Senator CapeHartr. Do you know whether the administration did 
or not ? 

Mr. Dition. I don’t think there was any substantial consultation. 

Senator Carenart. In other words, this is an idea that you brought 
forth, that is, the State Department, without consulting the com- 
mittee ? 

Mr. Ditton. However, we have over the years had the benefit of 
expressions of opinion from many members of this committee. 

Senator Carrnarr. Yes. 

Mr. Ditton. Some in written reports, which are very favorable 
to this sort of general line of effort. 

Senator Carenart. But so far as this specific proposal is concerned, 
there was no consultation ? 

Mr. Ditton. That is correct. 

Senator Carenartr. Are you dead set against adopting any specific 
proposals at the moment so that you can go to Bogota and tell these 
people exactly what we will or will not do or are prepared to do? 

Mr. Ditton. Well, the problem with that is if it is too specific they 
probably would have the impression of it not being a cooperative 
effort, of being something put up to them on a take-it-or-leave-it basis, 
which I don’t think would be as effective in getting the cooperation 
that we feel is needed from them in modernizing their tax systems 
and land reform and similar changes. 


RELATIONSHIP OF DEVELOPMENT PROGRAM TO EXISTING LENDING AGENCIES 


Senator Carenart. Well, it seems to me like the weakness here, if 
there is any weakness, is that here we go again now with another 
lan. The title of this program is “Program for Development in 
atin America.” Here we go again, with another $500 million, with 
no program, a no particular ideas. We are just simply going to 
say, “Here are $500 million.” 
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For example, in your request you say you are not going to request 
any appropriation. All youw ant is the authority. 

Is that going to leave an empty feeling with those gentlemen down 
there ? 

Mr. Dixon. I don’t think so, because I think they recognize that 
the final appropriation should only be made after we have reached 
more concrete agreement with them. 

However, if there is an authorization, that will enable them to do 
the work and come up with decisions, which would be nec essary to 
reach agreement on this sort of a program. If there weren’t such 
an authorization, indicating that we would help them if they were 
prepared to help themselves, they might not feel it advisable or wise 
to take the steps necessary to mobilize their resources for such a pro- 
gram. 

Senator CarpenArtr. We now have the International Bank, the In- 
ternational Finance Corporation, the Export-Import Bank, ICA, and 
the Development Loan Fund, and we have the Inter-American Devel- 
opment Bank which hasn’t started to function yet. 

What is the new idea you have in mind doing that these agencies 
haven’t been able todo? Why didn’t you ask here that we authorize 
our putting another $500 million into the Inter-American Bank ? 

Mr. Ditton. We might very well have done that, Senator. We did 
discuss this with the people in the Bank. And we think that this 
would be used very much along the lines presently contemplated 
for the special fund of the Inter-American Bank which is presently 
$150 million, with the rest of the loan, the hard loan portion of it 
possibly as much as $850 million, including the guarantee authority. 

The Bank people felt they would very much like to operate this 

rogram, but their preference was not to have this as additional cap- 
ital in their special fund because then the special fund would have so 
much more available that they would be looked upon as merely a bank 
that was in the special fund business, and the regular hard loan part 
of the bank would be looked upon as an appendage, and they felt 
they would much rather do this sort of thing on a contract basis, 
administer this money, and not commingle it with their own fund. 
That is the only reason, but it is not far from your suggestion. 

Senator Carenarr. Give us an example of how the President may 
handle this money. Give us one or two or three examples of how the 
President may loan or invest or give away this $500 million? 

Mr. Ditton. I think the example for most of it would be that we 
would either contribute or loan the money to the Inter-American 
Bank on the understanding that they would then work out detailed 
programs with the gover nment of blank countr y in Latin America, a 
detailed program. 

We would, in the meantime, have, in our talks with this govern- 
ment, and through the Inter-American ESOSOC, an idea of their 
proposal. They would have come 7 with a general program of land 
reform, tax reform, and the Inter-American Bank would then go in 


and work out the details and would loan them money over a period 
of time, so much first, and if they did a good job would loan them 
some more. 

Senator Carenartr. The President would loan the money to the 
Inter-American Bank? 
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Mr. Ditton. That is right. 

Senator Carenart. To be loaned to somebody else? 

Mr. Ditton. That is correct. 

And the special fund of the Inter-American Bank, as you may re- 
call, requires a two-thirds majority to approve particular loans or 
particular operations, and the U nited States has a voting power some- 
what over one-third. 

Senator Capenarr. Why would it not be more simple just to give 
the Inter-American Bank the money rather than go through the 
President ? 

Mr. Ditton. Well, one reason is, as I say, the Inter-American Bank 
itself felt it would be advisable to handle this separately from their 
regular funds, and secondly, we felt it was better to have the maxi- 
mum amount of flexibility because we might want to use a small por- 
tion of these funds, 10, 15 percent, something of that nature, on a 
grant basis through the ICA, to promote further test or demonstra- 
tion-type projects, particularly in the educational field where they 
are now getting active. 


AIDING PEOPLE RATHER THAN GOVERNMENTS 


Senator Capenart. Isn’t the chief purpose of this proposal, and 
all other organizations which we have assisting, to build up the stand- 
ard of living of the people? 

Mr. Ditton. That is correct. 

Senator Carenart. Isn’t that the chief purpose ? 

Mr. Ditton. That’s right. 

Senator Carpenart. Therefore, wouldn’t it be much better to adopt 
a system or plan where you could reach the most people and do busi- 
ness directly with the people rather than do business with the gov- 
ernments? For example, we have the International Bank now to Toan 
money guaranteed by the respective governments for big projects like 
hydro-powerplants and highways, and those kinds of projects that are 
common to all of the people. 

We have the Export-Import Bank to loan money to help our export 
business and the export business of other countries and it will loan 
money to private industry. 

We have the Development Loan Fund to loan money to govern- 
ments and subdivisions of governments. Now we have the Inter- 
American Bank that is going to loan money. Then we have ICA 
loaning money. But we never reach the people. We never reach the 
little businessman, the little farmer, the big farmer. We simply reach 
the rich people down there and the agency or the government. Don’t 
we need for once to give a lot of thought to what we are going to do 
here now and set up a system whereby we can go directly through the 
governments to the people down there and teac ch them how to operate 
and establish credit and loans among themselves? Isn’t that really 
what we need and what we want to do? 

I shall testify this afternoon and offer a complete substitute for your 
Latin American plan. I placed this in your h: nds Saturday. I want 
to see us reach the little fellow down there who, in my opinion, is going 
to give this country the cooperation it needs and keep communism out 
of those countries. 
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Why can’t we do that now? Why do we have to wait 6 months from 
now, a year from now, or 2 years from now? Why isn’t now the time 
to do the thing and do it right ? 

Mr. Ditton. I cert: tinly think we want to reach the smaller people, 
that is the objective of this program of social development. 

One problem is if we are to get cooperation from other govern- 
ments, and most of these programs require gover nmental reform, land 
reform requires governmental action, tax reform requires govern- 
mental action to spread the load more fairly, and therefore, there are 
certain advantages in dealing with the government because you can 
obtain this sort of action. 

However, for dealing with developing small local capital, we try 
to do that throughout the world directly. We have done it in Peru 
with this new bank we started down there. We are talking about a 
similar thing in Chile, and I think that these development banks, the 
type of which we have financed in many places around the world, to 
make very small loans, is a very useful method and certainly should 
be pressed in Latin Americ: 


LATIN AMERICAN BUSINESSMAN’S INABILITY TO BORROW MONEY 


Senator Carenartr. What is the biggest weakness the average busi- 
nessman has in Latin America? It is his ability to borrow money. 

Mr. Dition. Lack of credit for a businessman. 

Senator Carenarr. Yes. 

Mr. Ditton. Agricultural credit is one of the things we want to 
develop here. 

Senator Carenartr. That is right. If that be true, and it is a true 
statement, why don’t we help solve the problem? Why don’t we 
put our money where it will do the most people the most good and 
where it will do the country the most good ¢ 

Why do we scatter our shots here with a half dozen or more agen- 
cies that are loaning money, none of them particularly doing a very 
good job? Evidently if they had done a good job, then you would 
not be in here with this proposal today. Or they are falling short 
of the job or you would not be here today. 

Mr. Ditton. I think they have done a good job but the conception 
of the field in which the World Bank was to operate, the Export- 
Import Bank was to operate, and the Development Loan Fund was 
to operate is not quite the same as we are talking about now, the 
type of social development that is a more direct means of reaching the 
people. 

Now they do need agricultural credit; that is a vitally important 
thing. Also there are ‘other things, such as water systems. I think 
you are very well aware of how important that is in some places. 

Senator Capenart. Yes. 


SENATOR CAPEHART’S PROPOSAL 


Are you familiar with what I shall propose this afternoon? I am 
proposing that we give the Export-Import Bank authority to buy 
up a billion dollars “worth of ‘apital stock in 20 cooperative banks 
in the 20 Latin American countries, each bank then to be jointly 
owned by the United States and the country. ‘They in turn may loan 
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money to the individual farmers, farm groups, large business, little 
business, governmental units, et cetera, and operate exactly as we did 
the RFC in this country and make it a revolving fund and loan it 
over and over and over. Let a man come in and borrow $10, or $20 
or $50. The banks or railroad or some other industry might come in 
and borrow $50 million and thereby let this bank use its ‘credit. As 
you well know—no one knows better than you—a finance company 
or a bank can borrow, by reborrowing and refinancing 10 times its 
capital. Here we put up a billion dollars and they put up a billion, 
that is 2 billion, and they could loan 10 times their capital, that is, 
$20 billion. 

Let them lend this money and repay it. They may loan a hundred 
dollars today to a farmer ‘for seed and get it back in 3 months and 
then reloan it. Why can’t we do that and do it now? 

Why do we have to pass a bill here in a hurry for $500 million au- 
thorizing an appropriation to the President and go down to Bogota 
and say “Here the President has a $500 million authorization but we 
don’t have an appropriation.” W hy isn’t it better to go down with 
a specific plan and say: “We will subscribe to X amount of capital 
stock in a bank within your country, if you will subscribe for X 
amount in your currency, and we will operate it as a bank, you nam- 
ing directors and we directors.” ‘This will help to teach those people 
down there and help them to set up banks and credit associations, the 
things that they need so badly. 

It seems to me like now is the time to do it, not later. 


ADMINISTRATION’S VIEWS ON SENATOR CAPEHART’S PROPOSAL 


Mr. Ditton. Well, I certainly would agree they need credit asso- 
ciations. Whether this is the w ay to do it is something we have some 
concern about. 

If the United States had a substantial voice in the direction of all 
these banks throughout Latin America, certainly there would be some 
who would say that we were doing this to try to control industry 
throughout Latin America, and it might cause us real difficulty. 

Senator Carenarr. Can I answer that? 

When you make loans directly from institutions domiciled in Wash- 
ington, you control it. 

You are far away and you control it. In this instance they have 
directors and we have directors, and they run it. We expect them 
to run it. You are talking about detail now. I am talking about a 
principle, the principle of “try ing to reach the people, trying to loan 
money to build little schools out in the country. 

Mr. Dion. Of course, that is exactly what we are trying to do in 
this program and what we did with a loan that we made to Peru, 
which was part Export-Import and part Development Loan Fund, 
which follows Prime Minister Beltran’s proposal to open up these new 
trans-Andean areas. They are building little schools, little things of 
that nature, and making agricultural credit available to the settlers 
moving in there. 

Senator Carenart. You are asking for $500 million to give to the 
President; authorization but no appropriation. 

Mr. Dutton. That is right. 
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Senator Carenart. He in turn some of these days, if he gets an 
appropriation, might give it to the Inter-American Bank. I presume 
he can do it in other w ays. Why don’t we be more specific? We are 
going to be here 3 weeks. We could spend a week here listening to 
testimony , could we not, on being specific on this matter ? 

Mr. Ditxon. That is correct; but I am not at all certain that this is 
one of the things we wish to do. 

I think it is vitally important that this program be developed in a 
cooperative manner with Latin American countries, and we have no 
indication that a proposal such as the one you are ts alking about is the 
proposal they want. 


ADMINISTRATION’S FAILURE TO PROPOSE SPECIFIC IDEAS 


Senator Carenarr. I am not 100-percent correct on the details, but 
I want to say this to you, and I say this in all kindness, that we have 
had 8 years now in which to come up with something and we come 
up here the last minute for $500 million to be author ized, to be appro- 
priated later, to give to the President to spend somehow, somewhere, 
someplace. W e ought to be able to do better th: an that, in my opinion, 
after 8 years’ study of this problem. I say that in all fairness because 
[ think the situation in Latin America is so serious that somebody 
better talk quite straight and somebody better take some quick 
action because I think the situation is very, very serious down there 
and very, very dangerous. 

Why don’t we take the time to come up here with some specific 
ideas? 

At least I have a specific idea how to do it and that is more 
than the administration has. They want to go down to Bogota and 
talk about it and work it out later. I have a specific proposal. I 
have it written up and I shall present it to this committee this after- 
noon. I shall present it on the floor of the Senate. It may not be 
right in detail, but in principle it is to handle the matter in a business- 
like way, to reach the little people, the little businessman, the little 
farmer, to make it a cooperative venture between the United States 
and each respective country. Let them run it, let them operate it. 
And let us give them our experience that we have had here over the 
years in banks and finance companies and I think we could do some 
real good. 

I think by going this route, we can set up an institution in each 
of those countries that will have loaning capacity of anywhere from 
5 to 10 times its capital. It will bea ga ing fund. 

You are talking about $500 million. I don’t. know how it will be 
loaned. Iam not. saying it will not be loaned properly but it will be a 
one-shot proposition. You will m: aybe loan it once and that will be 
about all you hear about it. 

We have a lot of lending institutions, and we don’t have any one 
of them that covers the kind of thing you would like to cover and 
I would like to cover and all of us would, namely to reach the little 
man. 

We have got the International Bank, I repeat again with big 
projects, hydroelec tric power projects and that sort of thing. 

We have the Export-Import Bank to loan to big industry to build 
steel mills. We have the Development Loan F und to loan’ money to 
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governments down there to do certain things. I am not critical of 
it at all. 

We have the Inter-American Bank now which has not begun busi- 
ness yet but it is a joint venture between all the Latin American 
countries and the United States. But we haven’t got one of them 
that reaches the little businessman, the little farmer, and does the 
thing that we all want to do, the thing we will have to do if we are 
ever successful. 

I feel very, very deeply about the whole matter because I think, 
as the youngsters. say, “Here we go again,” another $500 million 
with no concrete idea of how we are going to spend it. 

It is just another $500 million because we are going to Bogota. I 
was down in Buenos Aires, attending meetings similar to the one 
you are going to have in Bogota, within the past few years. I would 
say we ought to go down there and sit right down with them and say, 
“Here is ex cactly what we are going to do for you and your country 
if you will do certain things.” 

That is all, Mr. Chairman. 


COMMITTEE PROCEDURE 


The Crarrman. I will say to the committee, that I think it is evi- 
dent we won’t be able to complete the hearing this morning. We had 
better come back at 2:30 in the committee room in the Capitol this 
afternoon to finish this hearing. The Senator from Indiana wishes 
to testify and also Mr. Upton. 

The Senator from Ohio? 

Senator Lauscue. I have some questions. 

The CuatrmMan. Do you wish to ask questions now 4 

Senator Lauscur. Is Mr. Dillon coming back this afternoon 4 

The CHatrmMan. Not unless it is necessary. 


COMPARISON OF GROSS NATIONAL PRODUCTS 


Senator Lauscue. I have just a few questions to ask. I heard the 
statement made by you, Mr. Dillon, that our primary objective would 
be to establish, if possible, economies in South American nations that 
will provide a better living for the people. 

Mr. Ditton. Yes. 

Senator Lauscur. Now, I have in my hands a book prepared by 

the State Department showing that the South American nations have 
a total population of about 130 million people, and that their gross 
national product in the year of 1959 was approximately $145 billion, 
giving a per capita gross national product of $115 per person. Is 
that about right ? 
Mr. Ditton. I haven’t got that figure in front of me, but I assume 
if it is out of the book that is about right. I know that some of the 
very highest level countries in South America have average per capita 
gross national products of between $400 and $500 and they go way 
down from that. So I would not be surprised. 

I would have thought it is a little higher than that but if that is 
what it says, that is what it is. 

Senator Lauscue. Our gross national product, according to the 
Economic Indicators published i in June 1960 shows that for 1959 the 
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gross national product was $479 billion for 170 million people, so 
that that would be, I would say, about $2,500 per person. 

Thus we have a per capita participation in the gross national prod- 
uct of the nations of South America of $115 to ours of $2,500. 

Is it your belief that this smallness of participation by the approxi- 
mately 130 million people of South America in their gross national 
product is part of the difficulty down there, or the main difficulty ? 

Mr. Dixion. Yes, that is correct, Senator. 

Senator Lauscue. I can readily see how an impoverished people, 
lacking educational facilities, health services, the ability to develop 
culturally, and the ability to improve themselves economically, is a 
fertile field in which the enemy can act. But I come to this question: 
This book shows that Cuba, I think, had the highest per capita gross 
national product of any country in South America while Batista was 
in power. 

Nie you or any of your men able to show any nation, any country 
in South America, that had a higher gross national product per capita 
than Cuba? 

Mr. Ditton. I think that Venezuela and the Argentine were 
roughly similar. Whether they were higher or not I don’t recall. 

Senator Lauscue. Yes, that is right; in 1959, Argentina had $463 
and Cuba $382. 

Which other one did you mention ? 

Mr. Ditton. Venezuela; I think was the other country, sir. 

Senator Lauscue. Venezuela; I do not have it, but may I point out 
to you that while Argentina’s per capita participation in the gross 
national product was $463, the index on living costs was much higher 
than that of Cuba. 


SITUATION IN CUBA 


If there is no nation in South America with a higher per capita 
participation in the gross national product than Argentina, to what 
do you ascribe the success of the Communists in Cuba? 

Mr. Dron. Well, I think the reason for the social revolution in 
Cuba, which is not necessarily the same thing as the success of the 
Communists, was largely due to the fact that this gross national 
product was not divided in what many Cubans felt was a fair way. 
The great majority of the Cubans who lived in the fields, the cam- 
pesinos, the agricultural people in Cuba, the producers, didn’t own 
their own land and worked only a certain number of months a year— 
it is the nature of the sugar business—and were out of work the rest 
of the time. They didn’t think they had a fair share of this gross 
national product which was divided so that a few people had a very 
substantial income and the great masses were very low. 

Senator Lauscue. I think it is a fact that when you take the aver- 
age it doesn’t mean that the distribution has been on that, basis. 

Mr. Drton. That is correct. It certainly does not. 

Senator Lauscuer. Now then, I think that constitutes an explana- 
tion. 

WILL PROGRAM COMPRISE LOANS OR GRANTS? 


Do you contemplate using this money, if it is given to you, mainly 
to make loans, or is it to be in the form of grants, or aren’t you able 
to state at this time? 
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Mr. Ditton. It might be possible that 10 to 15 percent of the funds 
might be advantageously used as grants, but certainly the great ma- 
jority would be in the form of loans. 

Senator Morse. Would the Senator from Ohio yield for a matter 
of personal privilege for just a moment ? 

Senator Lauscur. Yes, sir; I do. 

Senator Morse. I apologize but I have an embassy luncheon that I 
have to attend. Would the Senator permit me to make a 2-minute 
statement with the understanding that my interruption will follow 
his questioning ? 

Senator Lauscnr. Yes. 

(Senator Morse’s questioning appears on pp. 41-43.) 


PROBLEMS OF INFLATION IN LATIN AMERICA 


Senator Lauscne. Mr. Dillon, how do you contemplate handling 
the situation with those countries that have made no attempts to curb 
inflation? I am speaking particularly about Brazil and I will tell 
you why I mention Brazil. 

Lafer, their foreign minister, was here in March, I believe. At a 
luncheon, I asked him what they were doing about inflation, having 
understood that their cruzeiro had fallen in value 50 percent in 1 year. 

When I said 50 percent he was astounded. He looked to his aide, 
and the aide said only 25 percent this year. I asked if they had any 
national debt. He said “No.” I asked, “How do you finance your 
improvements?” He replied that “We print money, cruzeiros.” 

Lafer said “I am the president of a manufac turing business that 
hires 35,000 vente I believe in trying to maintain semblance of 
stability of the currency but I finally gave in so that we may go 
through this inflation, achieve improvements, finally wash out and 
have a lasting good although it was improperly ac chieved.” 

Now my query is: How are we going to handle those countries 
where there is unbridled inflation, and where they deliberately prac- 
tice it ? 

Mr. Ditton. Well, I think that will have to be done in a variety of 
ways, Senator. Certainly that isa major problem. In Brazil, I think 
the best analogy is by talking about what has happened so far. In 
the past, the Brazilians have talked to us about their immediate prob- 
lems, and we expressed a hope that they would deal with the Inter- 
national Monetary Fund. 

Senator Lauscner. But they have not allowed the International 
Monetary Fund to come in and tell them what they can do. 

Mr. Ditton. Well, they did have preliminary talks with the Inter- 
national Monetary Fund but did not reach agreement with them, and 
therefore the United States has not made any additional loan assist- 
ance available to Brazil. 

The theory was when and if they made an agreement with the 
Monetary Fund we would do what we have done, in many countries 
in the world—not just with Latin America—we would come in and 
give additional help over and above what was available in the Mone- 
tary Fund, based on a plan that had been worked out between the 
Monetary Fund and the country. 

I think that same sort of principle would have to apply to these 
funds. 








40 AMERICAN REPUBLICS COOPERATION 


Senator Lauscue. That is, you do feel that that factor cannot go 
unchallenged with us pouring our money in ? 


Mr. Dit ton. Absolutely. 
MAINTENANCE-OF-VALUE PROVISIONS 


Senator Lauscue. Let’s take a country such as Bolivia, where with 
1953 being the year of a normal purch: asing value of their currency of 
a hundred percent, it is now at 2,680. "The purchasing value has 
dropped from a hundred cents, it now is at one twenty-sixth of a 
hundred. 

When you loan money to a country of that type and you agree to 
take back soft currency, and if inflation is running rampant, do you 
in any way guard yourself in determining in what ty pe of money you 
are going to be paid back? 

Mr. Ditton. Well, loans that we have made in dollars to these 
countries, such as the Development Loan Fund makes, for instance, 
all carry maintenance-of-value clauses. 

Senator Lauscue. I see. 

Mr. Ditton. Whereby they pay back in the same equivalent value 
of dollars. 

Senator Lauscnr. Where there is no maintenance-of-value clause, 
can they pay back in the cheapened value of their currency ? 

Mr. Dmuwon. If there were no maintenance-of-value ¢lause they 
could ; yes, sir. 

Senator Lauscue. Is there any danger that a country could delib- 
erately stimulate the cheapening of their currency and thus pay back 
with a constantly lessened value of currency the debt which they, in 
good faith, incurred ? 

Mr. Ditxon. I think there could be except for this maintenance-of- 
value provision, which we have in all loans where we lend dollars. 

Senator Lauscus. Well, I am speaking of the others which you 
mentioned. 

Mr. Dition. The only others are where you loan—— 

Senator Lavscuz. Would you have maintenance-of-value clauses in 
these loans ? 

Mr. Ditton. I would think there probably would be something of 
that nature. 

Senator Lauscue. You are not sure of that? 

Mr. Ditton. I am not, because it would be handled through the 
Inter-American Bank and they have not yet worked out all their 
procedures so I could not state what their procedure would be. 


HOUSING PROGRAM 


Senator Lauscue. Regarding your housing program you say you 
are not going to build houses on a grant basis but are going to try to 
stimulate the establishment of lending agencies. Is that the general 
program that you contemplate carrying into effect ? 

Mr. Ditton. Well, we feel that the housing problem is such a big 
problem it can only be handled locally by developing ways of mobiliz- 
ing local capital and we think the best way is to help these countries 
establish the types of institutions that have been so useful in the 
United States in that regard and that is what we intend to do. 
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Senator Lauscue. I have other questions but I don’t want to tres- 
pass on the time. 


PROGRAM AS AN INITIAL CONTRIBUTION 


Senator Morse. Mr. Secretary, I am very sorry I was late coming 
to the hearing this morning but the Labor Committee had a very 
important meeting and it was necessary for me to vote time and time 
again this morning and that is why I was absent. I think you 
know, as the chairman of the Subcommittee on American Republics 
Affairs, how interested I am in your proposal and what great respect 
I have for your leadership in this field. 

I want to say as a matter of objective and purpose, as this pa 
has been linked to the Mansfield resolution, I consider that we are 
on our way. I think we have been a long time getting on our way. 
As the chairman of the committee, Mr. F ulbright, said to Mr. Herter 
the other day, some of us have been urging this approach for some 
8 years. But I also take the position this 3 is not a partisan matter. 
This is a matter that involves, in my judgment, one of probably six 
of the most important foreign policy issues facing our country. 

I am glad to know from your statement that you speak of this as 
an initial contribution. I think that is what we are going to have 
to recognize it is, just an initial contribution. I am glad you recog- 
nize that part of our problem in Latin America is this problem of 
mass illiteracy. I think somewhere in the neighborhood of 80 to 85 
percent of the total population of Latin America doesn’t have a 
fourth-grade education, which gives us some conception, it seems 
to me, of the rel: ationship between our cultural problems down there 
and our economic problems and those relationships are always direct. 


NEED FOR A CHECK ON USE OF FUNDS REQUESTED 


I only want to make this very brief observation of what I think 
we are confronted with in this short session of Congress. I am for 
the objectives of this program. I am concerned that your proposal 
contains no check upon the President’s expenditure of the money. 
You know my position for years in the Senate. I would like to 
see us grant your proposal between now and the next. session of 
Congress with a definite understanding that we are going to place 
some checks upon any President, no matter who he is, in “regard to 
what he does with this money. Whether or not the idea would be 
to have approval by the Congress, certainly it seems to me before 
any grant or any loan is made, it ought to be cleared with the two 
committees of Congress dealing with foreign affairs. That I think 
ought to be a minimum. I think from the standpoint of our checks 
and balances system, this proposal is subject. to very severe criticism. 
Historically, as a people, we have hesitated to give this amount of 
unchecked authority to any executive, but I think the objective is so 
important that that kind of objection should not be raised in order 
to prevent this being passed in this short session of Congress. 

But if I vote for it in this form, it would have to be with the under- 
standing that come next January I would be urging legislation that 
would place a check upon any President. 
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NEED FOR LOANS TO, AND TRUST OF, LATIN AMERICANS 


Next I want to point out, as has been brought out in the hearing 
this morning, it is so important that as much of this be placed on a 
loan basis as possible, and furthermore, we have got to face up to 
the fact we must trust our Latin American neighbors, and by that I 
mean—and this is going to be hard to sell—that we have to develop 
a procedure where thee ontrolling judgment will be theirs and not ours, 

It is hard to sell to the American people at the present time be- 
cause it may be frittered away or it may be abused. But if you are 
going to develop responsibility down there in Latin America, you 
are going to have to develop a procedure where it will be their 
judgment as to whether or not it is an oil refinery or a steel plant 
or a hospital, or a road or a new school or for whatever the money 
is going to be spent for, because one of the most vicious but suc- 
cessful bits of Communist propaganda in Latin America is that we 
seek to be an economic intervenor, that we seek to dictate economic 
policies of Latin America. And they fear that as much as they fear 
military intervention. 


APPROACH TO SERIOUS FOREIGN POLICY ISSUE 


If we approve the objective of this matter we go a long way in 
this 3-week period. And then if we keep in mind that we are going 
to hitch it to the Mansfield resolution and then keep in mind that 
later we are going to adopt some congressional checks upon a Presi- 
dent with regard to how he spends this money, I think we will make 
a very constructive nonpartisan approach to one of the most serious 
foreign policy issues that confronts us; namely, what we are going 
to do to stem what I am satisfied is a still falling prestige of the 
United States throughout Latin America. 


CONTINGENCY FUNDS SPENT IN CONNECTION WITH CONGO CRISIS 


I want to make one important point with a question and then I will 
close. 

You referred this morning to the contingency fund of the Presi- 
dent, and the use of the contingency fund of the President in connec- 
tion with the Congo crisis. Will you tell the committee how much 
or what percentage of the President’s contingency fund passed and 
appropriated by the C ongress has in fact been spent by this Govern- 
ment in the Congo crisis ¢ 

Mr. Ditxon. So far, Sen: itor, I can’t give a definite answer to that. 
I will say that there is $5 million that is in the very final stages of 
negotiation with the U.N. to set up an initial pattern to be used for 


economic ne in the Congo in the very immediate future—in the 
next few days 





In addition to th: at, this Government has incurred substantial ex- 
penditures for furnishing air transport to fly a good many troops to 
the Congo. 

Senator Morse. That is paid for out of the contingency fund? 

Mr. Ditton. Whether that will be a charge to the « ontingency fund 
or whether that will be a charge on Air Force funds has not been re- 
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solved. There are procedures under which it could be absorbed by 
the Air Force. 

Senator Morse. Mr. Secretary, I always try to be fair and I never 
try to conceal a reservation from the witness. The reason I ask the 
question is that I have been advised that, although the argument is 
made by way of analogy that we need to enlarge the President’s con- 
tingency fund to be of assistance to Latin America so that he can 
do there what we are doing in connection with the Congo, in fact 
we have spent very little money up to this day out of the contingency 
fund on the Congo, and that, therefore, the Congo situation, as far as 
actual spending is concerned, is not very much in point. 

Mr. Ditton. That is correct. What I meant to say by the Congo 
crisis, if I can make that clearer, is that the situation has developed 
to the point where if we were asking for new funds we would be able 
to foresee the possibility of having to spend as much as a hundred 
million dollars in the Congo in the next year. 

The best estimates of the United Nations are that somewhere around 
$200 million will be the costs of the total operation, economic and 
military in the Congo, for 1 year, and we are saying roughly half of 
that for us. 

Senator Morse. Thank you very much. 

As always the Senator from Ohio has been very courteous to me 
and I would not have asked for this privilege if I didn’t have to rush. 


COMMITTEE PROCEDURE 


The CHatrman. Well, it is almost time when we will have to ad- 
journ. I previously announced we would have to meet at 2:30. Do 
you want the Secretary to come back, if he is available? Are you 
available at 2:30? 

Mr. Ditton. I can be if youso desire. 

The CuatrmMan. Do you wish further questions? 

Senator Lauscue. I have no further questions but I think Senator 
Carlson and Senator Church may have. 

The CuarrMan. It is almost 1 o’clock. 

Senator Cuurcu. I won’t take much time, if the Secretary would 
prefer staying and finishing now to coming back. 

Mr. Ditton. It would be easier. 

Senator Cuurcu. I think perhaps he would prefer that. My ques- 
tions will be short. 

The CuatrMan. We are coming back anyway at 2:30. Mr. Upton 
has not testified, and the Senator from Indiana wishes to make a 
statement to the committee also. 


THE MANSFIELD RESOLUTION 


Senator Cartson. In a colloquy on the Mansfield resolution, Sena- 
tor Aiken said he hoped there would be no delay in holding hearings 
and that we should get the opinion of members of the executive branch 
and others who desire to appear as witnesses and get something con- 
structive and conclusive before we adjourn. 
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I have before me a carbon copy of a paper I noticed was sent to 
the committee. It was written by one of our Washington citizens, 
Joan David, who says— 


I am not sure I qualify as “public opinion” or “others” but I have asked for 
afew minutes * * * because I have several specific suggestions * * *, 


In it there are three points, one of which I want to mention. 

In your statement, Mr. Secretary, you mentioned the need for 
getting qualified technicians and other people who are now in both 
the technical and agricultural and other fields in these countries. It 
is the suggestion of this paper, as I read it, that it might be well for 
the free nations to pool some of their technical people, to get an or- 
ganization which would handle these people and send them to differ- 
ent countries or at least offer them to different countries. It seems 
to me that this suggestion has much merit in it. 

Mr. Chairman, if there is no objection, I would ask that this paper 
be made a part of the record. 

The CuatrrmMan. Without objection, it is so ordered. 

(The statement referred to follows :) 


STATEMENT OF JOAN DAVID, WASHINGTON, D.C., IN SUPPORT OF THE MANSFIELD 
RESOLUTION CALLING FOR INCREASED COOPERATION WITH OTHER AMERICAN 
NATIONS 


My name is Joan David. I live at 4737 36th Street NW., in Washington. I 
have not come here to speak on behalf of any client or organized group. But 
I believe that in the broad sense I may be speaking on behalf of many, many 
parents who, like myself, would do anything which might help toward making 
the future a bit less ominous for their children. 

A week ago Senator Aiken stated on the floor of the Senate that he hoped 
this committee would not delay in calling hearings on the Mansfield resolution, 
“so we may get public opinion, the opinion of the officials in the executive 
branch, and others who desire to appear as witnesses, and get something con- 
structive and conclusive done before this special session of Congress perma- 
nently adjourns.”’ I am not sure whether I qualify as “public opinion” or 
“others” but I have asked for a few minutes of your time because I have several 
specific suggestions which I believe may be helpful and which have a direct 
bearing on the matter before you. 

Senator Mansfield’s resolution injects a breath of new life into an area which 
seems to have been dominated by a belief that if a policy didn’t work that was 
only because it was not done on a large enough scale. This is not the same 
world for which the Marshall plan provided such an effective answer. In to- 
day’s world cooperative, mutual help efforts, such as are urged by the Senator 
from Montana, are the only ones which will generate mutual respect. 

I would like to suggest that section (1) of the Mansfield resolution be aug- 
mented as follows: That pending the working out of the formal agreements 
mentioned therein, the United States seek the support of the other nations in 
this hemisphere in developing, through the Organization of American States, 
an inventory of the needs of each of the nations in the Organization, for which 
help by any or all sister nations is desired. That there be a further inventory 
of the means of assistance best suited to solve each problem and that the OAS 
request such assistance of those deemed best able to provide it. Ideally, every 
member nation would have something to give and something to receive. In 
some instances aid may be provided by a single nation; in other cases the skills 
or resources, or both, of several nations may be needed. 

Perhaps we would find ourselves contributing the very amount the President 
has suggested. We might also find that our sister nations could teach us things 
which might save us substantial sums in solving some of our domestic problems. 
There are few nations in the world which do not have some asset which can be 
spared and shared with others. There are no nations which have nothing te 
gain from such sharing. Our position in this hemisphere will be far closer to 
what we desire if we are part of a mutual help program. This is no longer a 








or 


Lt 
wr 
l'- 


18 


LD 
LN 


ut 


ne 


g- 
its 


§ 


In 
Is 


nt 
gs 
1S. 
be 
to 
to 


eee A te 


ee 


AMERICAN REPUBLICS COOPERATION 45 


world in which any nation can appropriate for itself the prestige that used to 
go with self-designated leadership and self-designated responsibility for others. 

I would also like to add a suggestion in regard to section (5) of Senator 
Mansfield’s resolution. Section (5) calls for better mutual understanding 
through a greater interchange of persons, ideas, techniques, and so on. 

We have a cultural exchange program under which leaders in various fields 
in Latin American countries are invited to participate in 6- to 8-week tours 
designed to help them understand the United States and (presumably) to help 
us understand them. The program stumbles badly at the beginning. Leaders 
in any field in any Latin American country, particularly political leaders, cannot 
remain leaders and take 6 to 8 weeks off for a junket in the United States. With 
a few exceptions what we generally get on these tours are second-string talent 
or someone whom an ambassador wanted to favor or the first person whose hame 
eame to mind when a list of potential invitees was requested. More than that, 
on the few occasions when they have a chance to meet Americans on these 
guided tours, the visitors must usually converse through an interpreter. Any 
thoughts or feelings which may be adverse to us, and are, therefore, most 
important for us to know and understand, are either censored by politeness, 
for they cannot help but be conscious of their status as guests, or may be edited 
in interpretation. 

Would we not accomplish far more if we sent some of our people to make the 
pilgrimage to their countries? Theoretically the U.S. visitor can afford to pay 
his own way and needs no Government help. Maybe so, but the U.S. visitor 
as an ordinary tourist does not get to see the leaders in Latin countries any more 
than unofficial foreign visitors here would have opportunities to meet with 
policy-level U.S. citizens. What might be instituted is a series of tours of Latin 
America by small group of U.S. citizens, selected by our Government but paying 
their own way, and accompanied by guides and interpreters from our State 
Department as well as from the countries they visit. With this committee’s 
sponsorship, it should be possible to establish a new tax exemption for expenses 
incurred in such trips undertaken at the request of the government so as to ease 
somewhat the financial sacrifice made by the individuals involved. 

After section (5) of the Mansfield resolution I would like to suggest in- 
serting an additional point. There is probably a higher percentage of persons 
in Latin America who are moderately proficient in English than there are 
persons in this country who speak Spanish and Portuguese. Might we not create 
considerable good will in Latin American nations by designating Spanish and 
Portuguese, as well as English, as the official languages of the United States? 
It would not hurt to add French too, out of deference to Canada. Such a 
declaration would have no more immediate effect than the Supreme Court 
decision did in terminating segregation, but it would enable a start to be made 
with our public documents and in our schools. It would cost very little and it 
would put more of a feeling of truth into our frequent enunciated Good Neighbor 
policy. 

Perhaps the best impression of this country made on a group of Latin Ameri- 
ean journalists who participated in a State Department sponsored visit here 
recently was their meeting with Representative Irwin of Connecticut. The 
reason for their delight was that the Congressman speaks fluent Spanish and 
Portuguese and they asked him eagerly how many of his colleagues could 
do the same. 

Anyone who responds to the Government’s request to visit another country at 
his own expense as a kind of private citizen ambassador along the lines sug- 
gested a few minutes ago will, I’m sure, be willing to give a little more effort 
and a little more time to his assignment in order to say a few words in the 
language of the country he will visit. It would be received and appreciated as 
a token of regard and good will. 

In conclusion: Nations behave very much like people. They have feelings, 
ambitions, hopes, and disappointments. They are sensitive, perhaps super- 
sensitive, about anything which smacks of paternalism. Thus the Communist 
trade missions are cleverly designed to avoid the pitfall of seeming paternalistic. 
Like people, nations will very often behave as they are expected to behave. There 
is no greater challenge than that of living up to the expectations and justifying 
the confidence of another. A most dramatie example of this is to be found in 
France where the miracles that are being accomplished are as much or more a 
tribute to General de Gaulle’s faith in the French people and their consequent 
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desire to fulfill the grander role he envisages for them, as they are a tribute 
to the faith of the French in De Gaulle. 

We have talked for years about our Good Neighbor policy. But we cannot 
build a good relationship with our neighbors when our major actions proclaim 
an underlying belief that we have a monopoly on cures in the Americas while 
our neighbors have a monopoly on problems. Such a relationship generates 
resentment, rather than gratitude. It runs the danger of creating a handout 
attitude, both on the part of the giver and the receiver. If we are to gain good 
neighbors we should have the grace and good sense to recognize that they may, 
just possibly, know the cures for some of our problems. 


POSSIBLE QUID PRO QUO RESPECTING INCREASED SUGAR QUOTAS 


Senator Cartson. There is another matter, Mr. Secretary, that I 
want to speak briefly about now since we have canceled a portion of 
Cuba’s sugar quotas. Of course, there is a great demand for quotas, 
particularly from the Latin American countries, and some addi- 
tional quotas have been given to various countries. 

I am wondering when we give these additional quotas if it would 
not be in our interest to see that we would receive some sort of a trade 
arrangement in these transactions with regard to the disposition of 
agricultural products. 

Would it not be to our advantage? 

Mr. Ditx0n. I don’t know whether I quite understand what your 
question is. 

Senator Cartson. The point I wanted to make is this: If I under- 
stand it correctly, Brazil, for instance, has been given a quota of 
100,000 tons of sugar. I believe 1 am correct in saying that they are 
requesting another addition of probably 200,000 tons of sugar. 

Now, under those circumstances should we not, when we make these 
arrangements and give these additional quotas which are completely 
beyond the normal operations of the sugar producers, have in mind 
some transaction that will be beneficial to this Nation with the dis- 
position of surplus agricultural products? 

Mr. Ditton. Well, I think certainly we should do whatever we can 
to help in disposal of our surplus agricultural products. We are 
negotiating with Brazil on the possible new long-term agreement to 
follow the one that is now coming to an end. 

I think that in the original allocation of these quotas under this 
temporary legislation, which was only a one-shot affair, that will last 
for the next 7 or 8 months, most of the quotas went to countries that 
were specified by law, so that there is very little that we could do 
additionally. 

Brazil was really the only exception that got a large new quota. 
There was a need in the sugar market here to act very rapidly, and 
there was not time to conduct any long negotiations with them on a 
quid pro quo basis because we had to get sugar where it was avail- 
able in adequate quantity, and our plans were based on the idea of 
getting it and getting it here quickly which we have been successful 
in accomplishing. 

But I think in general, having closer cooperation with Brazil in 
sugar, if this leads to the Congress voting Brazil a more permanent 


quota next year, certainly we ought to take that into account and try 


to get maybe greater cooperation and acceptance of our surplus agri- 
cultural products. In this, I agree with you. 
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Senator Cartson. There are, unfortunately, other countries in Latin 
America which are probably not in the same situation and with not as 
large quantities in the way of quotas. Peru is one and there are no 
doubt others. But the point I want to make is that I would urge the 
State Department to keep this in mind. Asa matter of fact, 1 am not 
going to permit them to forget it. 

Mr. Ditton. Correct, you certainly won’t, Senator. 

Senator Carson. I think it is most important in view of the change 
which has taken place since we have canceled the sugar quota of Cuba. 

It is of great advantage to these countries, and they are lacking in 
certain agricultural commodities. For instance, they must import 
wheat. And we have a quantity of wheat in this country that is not 
just a burden for the farmer himself but a burden for the Nation and I 
think we ought to do something about it. 

Mr. Ditton. That is correct. 

Senator Cartson. Mr. Chairman, I thank you. 

The Cuarman. The Senator from Idaho? 

Senator Cuurcu. Mr. Secretary, when it comes my time to ques- 
tion it is always time for lunch and the pangs of hunger shorten our 
exchanges. But I will for that reason speak in very general terms. 


PROGRAM’S RELATIONSHIP TO LENDING AGENCIES 


My understanding of the objective of this program is that it will 
seek to improve very poor living standards in South America and will 
include reform in a social and political area; that is, land reform, hous- 
ing programs, tax reform and so forth. 

And I understand that this is to be accomplished through credit, 
$500 million worth of it in grants and loans. 

Now, I approve wholeheartedly of the objective but we have, as the 
Senator from Indiana has mentioned, a great many established 
institutions that give credit through grants and loans to South America 
involving a very large sum of money in the total resources available to 
them. We have the newly established Inter-American Bank, the Ex- 
port-Import Bank, the World Bank, the International Developm: iit 
Association, and our own Mutual Security Program in all of its as- 
pects, including the Development Loan Fund. 

What troubles me is this: Considering the sizable amount of re- 
sources available to these institutions, and the general objectives sought 
by these institutions, why are they not adequate to accomplish the ob- 
jectives you now have in mind for which you now come before us in 
this new proposal ? 

Mr. Ditton. Well, the institutions are adequate, if they had funds 
for this purpose, and in fact we propose to act through existing in- 
stitutions. We do intend to use the Inter-American Bank, and the 
ICA as institutions. As far as the funds are concerned, Senator, those 
that have been made available to Latin America have been os 
marily for industrial development, and for power development leading 
to industrial development, and things of that nature. They have not 
laid the stress that we now feel to be necessary, and the people of Latin 
America feel to be necessary, on the type of social development we 
have been discussing. The World Bank and the Export-Import Bank 
have not made loans for this purpose except to a very minor degree. 
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The Export-Import Bank one or two times has financed supplies for 
municipal projects. 

We now propose a new type of program which the Inter-American 
Bank can do under its charter and had intended to do in a smaller 
way. This will give the bank greater impetus. ICA could do it, 
too, but on a grant basis, and we felt that the program should stress 
loans and that it should have a multilateral character. So primarily 
it will be done through the Inter-American Bank. 

Senator Cuurcu. Then the answer to my question is twofold. In 
one regard, it has been the problem of insufficient money. In the 
other, many of these institutions are directed toward objectives other 
than the kind of social reform and political reform that you seek to 
accomplish by this program. 

Mr. Dutton. That is correct. I think institutions that have had 
the most money and who have been very generous in their dealings 
with Latin America have been institutions such as the Export-Import 
and the World Bank who are primarily directed to different things 
and where institutions such as the ICA could have done this there has 
been a real scarcity of money for Latin America as compared, say, to 
Asia. 

Senator Cuurcu. It is my understanding that one of the objectives 
of the Development Loan Fund was the very thing that you now have 
in mind for this proposal. 

Why couldn’t this be accomplished through expanding the amount 
of money for use of the Development Loan Fund ¢ 

Mr. Ditton. The Development Loan Fund could quite well do this. 
But we felt it would be better to do it largely through the Inter-Amer- 
can Bank because it was an inter-American institution and I think 
the feeling of greater responsibility on the part of the Latin American 
people themselves which the Senator from Oregon talked about, is 
very important here. We feel that will be better achieved by han- 
dling this through the Inter-American Bank rather than on a bilateral 
basis. through the Development Loan Fund. However, you are 
correct—the Development Loan Fund could do it. 


SKEPTICISM ABOUT PROGRAM 


Senator Cuurcnu. This is one of the reasons why I am skeptical 
about this program, Mr. Secretary, and the reason why I question 
whether it is really a new program. It seems to me in terms of the 
size of the objectives you seek, $500 million doesn’t begin to do the 
job. Yet you propose to use this $500 million through established 
institutions and have suggested in your statement that the Inter- 
American Development Bank would be the main one but that the 
technical cooperation phase of the Mutual Security Program will be 
another, and you have also suggested that additional funds for the 
Development Loan Fund might tide us over until we get the other 
program better established. 

It seems to me what we were doing is simply channeling through 
institutions we have already established or are est: ablishing an addi- 
tional $500 million and earmarking that for social reform, land re- 
form, and tax reform in South America. 
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I can’t see how we can possibly achieve this objective in this 
manner, either with this amount of money or through this kind of 

rocedure. It seems to me if we are really serious about doing the 
job, what we have to oe is a President who will come forward 
with a 5-year or an 8-year or a 10-year program that will involve 
an outlay of perhaps as much as $10 billion and who will propose to 
seek these reforms which are exceedingly hard to come by through 
the establishment of commissions within these countries that will 
work out a program that meets the standards that we set. 

In other words, I think to achieve this purpose we have to have a 
great deal more money and we have to work through entirely different 
channels. 

What I have in mind is something like the Marshall Plan approach 
and I fail to see it in this proposal. Perhaps I am wrong about 
this, but I can’t see that this is a programing of a dimension suf- 
ficient to do the job or a procedure of the kind that will work. I 
don’t think that it is the kind of thing that I thought Senator Mans- 
field might have had in mind when he made his speech on the floor 
of the Senate the other day. Perhaps it is, but in my view this is 
neither big enough to do the job nor will it be administered in a 
way that will accomplish the objectives, considering the profound 
difficulty of obtaining the kind of cooperation that will be required 
and the fundamental character of the changes that would be re- 
quired within these various societies. That is why I was skeptical. 
1 propose to support it because there is really nothing else to do. 
But I am very skeptical that this will do the thing that it is in- 
tended to do, 

BEGINNING NATURE OF PROGRAM 


Mr. Ditton. Well, I would like to say one thing about that, that 
is we tried to make very clear that this $500 million was an initial 
amount here. It could as well have been a different figure. We 
well recognize if this is going to be successful it will cost over a 
period of years very substantial additional moneys, maybe as much 
as what you have in mind. 

We thought that this was, under the circumstances, a reasonable 
beginning at this particular time, taking into account the situation 
both here and in Latin America. As far as the institutions are con- 
cerned, we do have in the Inter-American Economic and Social Coun- 
cil, an institution which is the American equivalent of the OEEC in 
Europe, and this institution might develop very effectively in creating 
the necessary commissions to do the job you have described. This 
ECOSOC is making studies in the various countries at their request 
of the need for this sort of thing and what they have to do in the 
way of reform to get the job done. 

We also feel that the Inter-American Bank, which is a totally 
different kind of institution, and one which the people of the Amer- 
icas have wanted for a long time, can be very useful here. 

This is an institution we never had in Europe. 

They were able to operate without it although they have now 
created a similar institution in the Common Market called the Euro- 
pean Investment Bank. So we think the institutions are not too 
dissimilar. 
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It may be that after we discuss this further at Bogota with the 
Latin American countries that they may find some further refine- 
ment in the way of institutions but we had a feeling that enough 
institutions now exist if we really used them vigorously, and well, 
that would be the job for the administrations in the years that come. 

Senator Cuurcn. I surely do hope, Mr. Secretary, that this opens 
the door to the kind of program that will accomplish the job for us 
in South America and I do think it is a move in the right direction, 

The Cuarrman. Is that all? 

Senator Cuurcu. Yes. 

The Cuatrman. Well, Mr. Secretary, after we have a meeting this 
afternoon, and I expect an executive meeting tomorrow morning, 
there may be further questions. If so, we will get in touch with you. 


SITUATION IN THE CONGO 


There is one question in the meantime that I would be interested 
in hearing your comments about. I understand in the Congo that 
there are practically no trained technicians to operate the industries, 
assuming the Belgians are ousted. I wondered how you were going 
to meet that problem. 

I saw one article that said there were only 17 college graduates 
among the native people there and the rest were Belgians. If they 
are ousted there would just be no trained personnel left. 

Even the army, I understand, is commanded at the moment. by 
a sergeant who has had very limited experience as a commanding 
officer. It seems this personnel problem is an extraordinarily diffi 
cult one in the Congo and I wonder how you are going to meet that 
under the contingency fund ? 

Mr. Ditwon. It is an extraordinarily difficult problem, as Mr. 
Hammarskjold has pointed out. The U.N., through the technical 
assistance program which it is starting and which we are supporting, 
will have to do much more of the job than it would ordinarily do. 
Mr. Hammarskjold has developed procedures for that purpose which 
the Congolese Government has accepted whereby there will be advisers 
to the Government in various departments who will take the place 
of the former Belgian advisers, and they will really have to do a good 
deal more than simply give technical advice. 

The Cuatrman. Do you think they have the personnel to do that? 

Mr. Ditton. They will have to obtain this personnel throughout 
the world. It will be a very difficult job but I think they are going 
to make an awfully good attempt to do it. We are going to help ‘them 
to the extent we can. 

Of course, the Congolese say—even Mr. Lumumba and his govern- 
ment say—they want the Belgian tec hnicians to stay once the troops 
get out and it is our hope that a maximum number of them will stay 
or come back. In the Katanga area they are all still there. 


COMMITTEE CONCERN WITH ADMINISTRATION OF PROGRAM 


The CuatrmMan. I would say that my feeling about the committee 
is that they are generally in favor of what you propose. They are 
still very concerned about how it is going to be administered. If be- 
tween now and the next meeting you have any further thoughts about 
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that in the way of reassurance to the committee as to how the money is 
going to be spent, with an idea of a continuing organization, because 
this is not a one-shot operation as I understand it, I would think 
that would be very useful to the committee. I anticipate those are 
going to be the major questions. 


COMMITTEE PROCEDURE 


Well, then, the committee will stand in recess, until 2:30. Is it all 
right with you, Mr, Upton, to come back at 2:30? 

Mr. Upron. Yes, indeed, Mr. Chairman. However, if it would 
facilitate the work of the committee I should be very happy to place 
my statement in the record because this subject has been covered oy 
Mr. Dillon very well this morning and quite possibly I have not much 
to add. 

The Cuarrman. I understand the Senator from Indiana wishes to 
make a statement so if you will please come, the meeting will be in the 
committee room in the Capitol because if we are in session we may have 
to go on the Senate floor. 

Mr. Urron. Yes, sir. 

The Cuarman. Thank you. 

The committee is in recess. 

(Whereupon, at 1 p.m., the hearing was recessed, to reconvene at 2 :30 
p.m. of the same day. ) 


AFTERNOON SESSION 


(Present: Senators Fulbright (presiding), Mansfield, Church, 
Hickenlooper, Capehart and Aiken.) 
YY N ’ y 
The Cuatrman. You may proceed. 


STATEMENT OF HON. HOMER E. CAPEHART, U.S. SENATOR FROM 
THE STATE OF INDIANA 


Senator Carrnarr. Mr. Chairman, I hand you a copy of an amend- 
ment to section 425 of the bill introduced by yourself at the request 
of the administration in respect to helping Latin American countries 
and ask that it be printed in the record. 

The Cuatrman. All right. Without objection, it is so ordered. 

(The amendment referred to follows :) 


[S. - , 86th Cong., 2d sess.] 
AMENDMENT 


Intended to be proposed by Mr. Capehart, for himself and others to the bill 
8. 3839 : 

In section 425, after ‘DECLARATION OF PURPOSE,” insert “(a)”. 

Insert at the end of section 425, the following new matter : 

“The accomplishment of these objectives calls for a plan of hemispheric de- 
velopment, open to all American Republics which cooperate in such plan, based 
upon a strong production effort, the expansion of foreign trade, the creation and 
maintenance of internal financial stability, the growth of free economic and 
social institutions, and the development of economic cooperation, including all 
possible steps to establish and maintain equitable rates of exchange and to 
bring about the progressive elimination of trade barriers. Mindful of the 
advantages which the United States has enjoyed through the existence of a large 
domestic market with no internal trade barriers, and believing that similar 
advantages can accrue to all countries, it is the hope of the people of the United 
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States that all American Republics will jointly exert sustained common efforts 
which will speedily achieve that economic cooperation in the Western Hemi- 
sphere which is essential for lasting peace and prosperity. Accordingly, it is 
declared to be the policy of the people of the United States to sustain and 
strengthen principles of individual liberty, free institutions, private enterprise, 
and genuine independence in the Western Hemisphere through assistance to all 
American Republics which participate in a joint development program based 
upon self-help and mutual cooperation. 

“(b) It is the purpose of this title to effectuate the policy set forth in sub- 
section (a) of this section by furnishing material and financial assistance to 
the participating countries and to private enterprise in such countries in such 
a manner as to aid them, through their own individual and concerted efforts, 
to achieve a satisfactory and self-sustaining rate of economic growth within 
the period of operations under this title, by- 

“(1) promoting industrial and agricultural production in the partici- 
pating countries ; 

“(2) furthering the restoration or maintenance of the soundness of cur- 
rencies, budgets, and finances in each such participating country ; 

“(3) facilitating and stimulating the growth of international trade of 
participating countries with one another and with other countries by appro- 
priate measures including reduction of barriers which may hamper such 
trade; and 

“(4) encouraging the growth of the free political, economic, and social 
institutions which are necessary to provide greater opportunities for the 
individual.” 

Strike out all in section 426 and insert in lieu thereof the following: 

“Sec. 426. CoopERATIVE BaNnKs.—(a) The Secretary of State, after consulta- 
tion with the Chairman of the Board of Directors of the Export-Import Bank, 
is authorized to conclude, with individual American Republics or any number of 
such Republics or with an organization representing any such Republics, agree- 
ments providing for the establishment, under the laws of such Republics, of 
Cooperative Banks to carry out the purposes of this title. 

“(b) Each Cooperative Bank shall be organized under a charter or articles 
of incorporation under which it is established as a body corporate governed 
by a board of directors and administered by officers elected by the board. It 
shall have such authorized capital stock as may be provided in its charter or 
articles of incorporation and in the agreement concluded under subsection (a) 
of this section. Such agreement may provide that the Export-Import Bank 
will subscribe for an agreed amount of capital stock, said subscription to be 
payable in dollars. The balance of the capital stock may be subscribed in 
either dollars or other currencies by the foreign government concerned or by 
individuals, corporations, or other entities. 

““(c) The agreement provided for in subsection (a) of this section and the 
charter or articles of incorporation of any Cooperative Bank established there- 
under shall also contain provision that: 

“(1) So long as any of the Cooperative Bank’s stock is held by the Export- 
Import Bank, the Export-Import Bank shall have the right to designate a 
number of the Cooperative Bank’s directors, which is proportionate to the 
portion of the outstanding stock of the cooperative bank held by the Export- 
Import Bank, with the other directors to be elected by the other stock- 
holders. 

“(2) The Cooperative Bank may, at any time, at the option of its other 
stockholders, retire the stock held by the Export-Import Bank by paying 
to the Export-Import Bank the issue price of the stock plus an amount of 
the profits of the Cooperative Bank which is proportionate to the portion of 
the outstanding stock of the Cooperative Bank held by the Export-Import 
Bank. 

“(d) Each Cooperative Bank established under this section shall have power— 

“(1) to adopt, alter, and use a corporate seal, which shall be judicially 
recognized ; 

“(2) through its board of directors, to prescribe, amend, and repeal by- 
laws, rules, and regulations (not inconsistent with the provisions of this 
title) governing the manner in which its business shall be conducted and its 
powers exercised ; 

“(3) to make contracts; 

“(4) to lease, purchase, sell, or otherwise dispose of such real estate as 
may be necessary for the transattion of its business ; 
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“(5) to sue and be sued, to complain and defend, in any court of competent 
jurisdiction ; 

“(6) toselect, employ, and fix the compensation of such officers, employees, 
experts, technicians, attorneys, and agents as shall be necessary for the 
transaction of its business; 

“(7) subject to the provisions of this title, to determine, by its board of 
directors, the necessity for and the character and amount of its obligations 
and expenditures, and the manner in which they shall be incurred, allowed, 
paid, and accounted for ; 

“(8) subject to applicable national laws, to engage in foreign exchange 
transactions ; 

“(9) to establish within the participating country such agencies or branch 
offices as may be necessary for the execution of its powers ; 

“(10) to create and control subsidiary corporations organized under the 
laws of the participating country when necessary for the execution of its 
powers ; 

“(11) to make loans on such terms and conditions and to engage in such 
other financial transactions with such persons or other entities as the board 
of directors may determine in order to accomplish the purposes of this title. 
Its functions shall include, but not be limited to, loans or other financial 
transactions designed to increase industrial or agricultural production, to 
improve housing, education, or public health, or to finance programs of land 
redistribution or resettlement. Each cooperative bank shall give particular 
and continuing attention to the needs of small private business and small 
farmers. 

“(e) A Cooperative Bank organized pursuant to this section shall not— 

“(1) permit the payment of any fee or commission by any applicant for 
financial assistance in connection with any such application ; or 

“(2) permit any director, officer, attorney, agent, or employee of such 
Cooperative Bank to participate in any manner, directly or indirectly, in the 
deliberation upon or in the determination of any question affecting his 
personal interests, or the interests of any corporation, partnership, associa- 
tion, or other public or private entity of which he is a member or is directly 
or indirectly interested. 

“(f) The property of each Cooperative Bank (including its franchise, capital, 
reserves, surplus, income, and those of any other public or private corporation, 
firm, or enterprise wholly financed or managed by it) and that of the Export- 
Import Bank shall be exempt from all taxation of any kind imposed by the 
national government of the participating country, or by any political subdivision 
thereof, except that real property owned by such Cooperative Bank may be subject 
to special assessments for local improvements and to real estate taxation to the 
same extent according to its value as other real estate of like character situated 
in the same locality is taxed. 

“(g) Each Cooperative Bank shall transmit quarterly to the Export-Import 
Bank a report of its operations (containing such information, including detailed 
accounts of its financial transactions, as the Export-Import Bank may request) 
so long as the Export-Import Bank shall hold any stock of such Cooperative 
Bank. 

“Sec. 427. AUTHORIZATION.—(a) Notwithstanding the provisions of the Export- 
Import Bank Act of 1945, as amended (12 U.S.C. 635), or of any other law, the 
Export-Import Bank is hereby authorized to subscribe to the capital stock of 
Cooperative Banks organized pursuant to section 426 of this title: Provided, That 
the total amount of such stock in all such Cooperative Banks held at any one time 
by the Export-Import Bank shall not exceed an issue value of $1,000,000,000, 

“(b) Obligations of the Export-Import Bank purchased by the Secretary of the 
Treasury for the purposes of enabling the Export-Import Bank to subscribe to 
the capital stock of Cooperative Banks shall bear interest either at a rate deter- 
mined in accordance with the third sentence of section 6 of the Export-Import 
Bank Act of 1945, as amended (12 U.S.C. 635d) or at a rate equal to the dividends 
received by the Export-Import Bank on such capital stock, whichever is lower. 

“SEC, 428. EXEMPTIONS.—The provisions of sections 451, 501, 507, 509, 510, and 
he this Act shall not apply to activities carried on under authority of this 


Senator CaPrHarr. Then I ask, Mr. Chairman, that the statement 
that I have prepared, setting forth briefly exactly what this substitute 
amendment will do, may appear in the record. 
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The CuatrMan. That shall be inserted. 
(The statement referred to follows :) 


STATEMENT BY SENATOR CAPEHART 


WASHINGTON, August 15.—U.S. Senator Homer E. Capehart, Republican, of 
Indiana, announced that he will introduce today a bill providing for The Americas 
Cooperative Bank Act as an amendment to the administration’s proposed Latin 
American assistance program. 

The Americas Cooperative Bank Act establishes a program of assistance to 
the 20 American Republics that will be immediate, effective and continuing, and 
conducted on a businesslike basis. 

The program would be initiated through an existing agency, the Export-Import 
Bank of Washington, which has sufficient financial authorization to meet the 
needs of the program. 

Under the act a Cooperative Bank would be established in every American 
Republic which wishes to join in the program. 

An Americas Cooperative Bank would not be restricted in its loaning powers 
except as determined by its own board of directors. 

It could make loans to— 

Individual farmers. 

Farm groups. 

Homesteading organizations, either governmental or private. 
Small businessmen. 

Large businessmen. 

Other banks or loan firms. 

Builders of either homes or business places. 

Government agencies for such purposes as new, expanded, or improved public 
utilities ; new, expanded or improved health, education, and welfare institutions 
or programs; or, any other governmental function determined to be for the better- 
ment of the country’s citizens or economic position. 

Communications operations, either by Government or private enterprise. 
Transportation operations, either public or private. 

Scientific development, either private or public. 

Shipping and other trade facilities, either private or public. 

The loans would be made in either dollars or the currency of the participating 
country, but loans could be repaid in either currency. 

Interest rates and terms of the loans would be determined by the directors 
of each bank. 

Creation of each Cooperative Bank would be through the joint purchase of stock 
by the participating country and the Export-Import Bank. 

Each country may purchase with its own currency any portion of the stock of 
the bank and the Export-Import Bank of Washington would purchase the balance 
with dollars. 

The individual bank directorship would be proportioned by the ownership of 
the stock. 

The Cooperative Bank may sell stock to private individuals, corporations, or 
other entities. 

Each Cooperative Bank may, at any time, retire the Export-Import Bank stock 
by purchase of the stock in dollars. 

Each Cooperative Bank will bear the name of the participating countries, for 
example the Brazil-United States Cooperative Bank. 

Provision is made in the act for the Export-Import Bank to use up to $1 billion 
of its existing loan authorization to make purchase of the stock in the Cooperative 
Banks. 

The Export-Import Bank would not be required to pay interest to the U.S. 
Treasury for the funds used in the Americas Cooperative Act. 

However, any dividends from the Americas Cooperative Banks would be paid 
into the Treasury of the United States up to an amount equal to the interest 
charged against the other operations of the Export-Import Bank. 

Through the use of loan repayments and interest each Cooperative Bank will 
create a revolving fund which enables the bank to continue its helpful operations 
indefinitely. 


Senator Carpenart. Now, Mr. Chairman, I would like to talk just a 
few minutes about this proposal. 
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First, I again want to say, as I did this morning in questioning Mr. 
Dillon, that I have no desire to get personal about this matter, to 
criticize any individual, the administration, or anyone else; but I do 
feel that the situation in Latin America is so serious that we ought 
to come up with specific proposals now and that we ought to m: ake 
sure that we are right in what we are doing. 


PURPOSE OF ADMINISTRATION PROPOSAL 


I think I shall begin my proposal by reading the last paragraph, or 
the last third of that paragraph, of the statement of Mr. T. Graydon 
Upton, Assistant Secretary of the Treasury, who will appear in a few 
minutes here after I have finished. 

He says: 

“Through the present proposal”—meaning the one we have before 
us—“we can give encouragement and emphasis to any approach—di- 
rected straight to the heart of the problem—the simple needs of the 
common man in Latin America. I sincerely hope that this Congress, 
so many Members of which have shown themselves cognizant and 
actively interested in Latin America, will give its support of this 
proposal.” 

Well, gentlemen, if that is the purpose of this legislation—and I 
am sure it is because Mr. Dillon emphasized it and Mr. U pton has; he 
says that this proposal is “directed straight to the heart of the prob- 
lem—the simple needs of the common man in Latin America”—let’s 
analyze it just a moment and see whether or not it does go to the 
heart of the proposition. 

No. 1, it is a proposal asking the Congress to authorize $500 million, 
and very frankly admits it does not ask for an appropriation for the 
$500 million, but simply an authorization. 

But later it wishes us to authorize the Appropriations Committee, 
at a later date, to appropriate $500 million to the President of the 
United States to loan or spend or give away or do whatever he cares to 
with. I cannot find anything in the legislation that directs him to 
spend it in behalf of the common man or any other man particularly. 

Mr. Upton likewise makes a very factual statement in his presenta- 
tion when he says that we now have in existence banking institutions 
or loan institutions to take care of the loans of the Latin American 
countries as far as industrial plants are concerned, and roads, high- 
ways, big industrial developments, and that sort of thing. He either 
says directly or by inference that the only void in this whole business 
is the common man; that we have not reached the common man. 

Therefore, this $500 million will be spent to reach the common man. 


PURPOSE OF SENATOR CAPEHART’S PROPOSAL 


What I propose to do, or what my bill proposes to do, is make a 
concrete, positive approach to, and a plan for, reaching the common 
man. 

I presume Mr. Upton means by “the common man” the same as I 
do; that is, the people of Latin America. I presume he means the 
small farmer, the small businessman, and the people of Latin America 
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OPERATION OF PROPOSED COOPERATIVE BANKS 


Well, now, under my plan it is not nec essary for the Congress to 
appropriate $1 billion or $500 million. It is not necessary for them 
to authorize it particularly, because under my plan we simply would 
authorize the Export-Import Bank to buy capital stock in a C ooper: 
tive Bank in each of the 20 Latin American countries; the E xport- 
Import Bank would buy a portion of the capital stock and the peoples 
of that country, the government or private enterprises, or both, would 
buy capital stock in ‘this bank; the bank to be domiciled or loc ated 
within the respective Latin American countries. 

We are not forcing them to do it, but if they want to, we make this 
money available. 

The bank is to be known by the name of the ¢ ountry plus the United 
States. For example, the one in Brazil would be known as the Bra- 
zilian-United States Cooperative Bank. It would be domiciled in 
the country of Brazil. 

It would be owned X amount by the United States and X 
amount by Brazil or the Brazilian people. 

The purpose of the bank would be to promote industrial and agri- 
cultural production in the participating countries. 

Let me indicate to whom it could loan money. That would be a bet- 
ter way to get at it. It could make loans to individual farmers; farm 
groups; homeste: uding organizations, either governmental or private; 
small businessmen; large businessmen ; other banks or loan firms: 
builders of either homes or business places; government agencies for 
such purposes as new, expanded or improved “public ut ilities, new, ex- 
panded or improved health, education and welfare institutions or pro- 
grams, or any other governmental functions determined to be for the 
betterment of the country’ s citizens or ec onomic position ; communi- 

cations operations, either by government or pr ivate enterprise. 

I put in here ‘ ‘oovernment or private enterprise” on a number of 
things because in Latin American most of those countries own the 
railroads and the utilities. 

To continue with the fields in which loans could be made: Trans- 
portation operations, either public or private; scientific development, 
either private or public; shipping and other trade facilities, either 
private or public. 

The loans would be made in either dollars or the currency of the 
participating country, but loans could be repaid in either currency. 

Interest. rates and terms of the loans would be determined by the 
directors of each bank. 

Creation of each Cooperative Bank would be through the joint pur- 
chase of stock by the participating country and the Export-Import 
Bank. 

Let me say here the reason for the use of the Export-Import Bank 
is because if the Congress would pass this bill, and the President sign 
it, the Export- Import Bank has at. the moment some $2 billion in au- 
thority to borrow from the Treasury that it has not used. It could 
start functioning within 24 hours, or as fast as it could set up these 
ce 

‘ach country may purchase with its own currency any portion of 
in stock of the bank and the Export-Import Bank of Washington 
would purchase the balance with dollars. 
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The individual bank directorship would be proportioned by the 
ownership of the stock. 

The Cooperative Bank may sell stock to private individuals, corpo- 
rations, or other entities. 

Each Cooperative Bank may, at any time, retire the Export-Import 
Bank stock by purchase of the stock in dollars. 

Each Cooperative Bank will bear the name of the participating 
countries, as 1 said a moment ago. 

Provision is made in the act for the Export-Import Bank to use up 
to $1 billion of its existing loan authorization to make purchase of 
the stock in the Cooperative Banks, and so forth. 


PLAN FOR REACHING THE COMMON MAN 


Now, here is a plan that would reach the common man that Mr. 
Upton talks about so well in his statement. It is, in my opinion, the 
only way you are going to reach the common man and help the Latin 
American countries, because what they need, above everything else, 
is an institution or institutions within their countries to loan money 
to their own businessmen, farmers, and so forth, to create jobs within 
their own country, to produce goods and services within their own 
country, to sell to each other, payment to be made, of course, in their 
own currencies. That is what they need. 

What we are doing in this instance is furnishing a portion of the 
capital, but. above everything else, we would be furnishing the experi- 
ence that we have had ‘in this'Nation over m: iny, many years of bank- 
ing and financing this sort of an operation. They need that very, very 
badly down there. 


CREATING A REVOLVING FUND 


Another advantage that this has is that it is a bank, and this money 
will be loaned over and over and over and over. 

For example, it might loan $100 to a farmer to buy seeds, and 90 
days later he will repay the $100, and they could loan the $100 to 
someone else. 

You do not dissipate your capital. You do not dissipate the money 
that you loan. We would expect these banks to make money and to 
pay dividends. 

I would hope the time would come when each respective country 
would purchase or reimburse the United States for its capital and we 
would get completely out of the operation of the banks, and we make 
preparation for that in the act. 

This proposal has every advantage of doing exactly what everyone 
of us wants done and none of the disadvantages. 

Today the Export-Import Bank loans money in Latin America 
and it is domiciled in New York or in Washington. The Develop- 
ment Loan Fund makes loans in Latin America and it is domiciled 
here in Washington. 


VALUE OF INTERNATIONAL BANK 


The International Bank makes loans. It is domiciled here in 
Washington. The International Bank was founded to make loans 
guaranteed by governments to build hydroelectric plants, highways, 








58 AMERICAN REPUBLICS COOPERATION 


and to build those things that we commonly look upon as responsi- 
bilities of government, to be guaranteed by the government. 

For example, in this country we adopted the system 180 years ago 
that the governments would build our schools, our highways, our 
roads and our dams, and furnish our fire protection, police protec- 
tion, and military protection. 

The International Bank was founded for the purposes I men- 
tioned, and I think it has done a good job. It has loaned consider- 
able money, a lot of money to Latin American countries. But it 
does not reach the common man, the little businessman or farmer. It 
reaches him indirectly, because if you build a hydroelectric plant, 
of course, you create energy which he uses as electricity in his home. 
But he is not particularly conscious of it. 


VALUE OF EXPORT-IMPORT BANK 


The Export-Import Bank, of course, is a great institution that 
loans money to Latin American industries, governments, in order 
to buy goods made in the United States, and it has done a good job. 
But it does not come in contact with the peoples of Latin America. 
It only does business with the big fellow, either the government or 
a big institution, or a big corporation, or a big individual. 

As someone said this morning, those Latin American countries are 
primarily owned by a handful of individuals in each country, and 
I am not critical of the Bank for doing it. That is its purpose. That 
is what it is set up for. 


OTHER LENDING AGENCIES 


Now we have the Development Loan Fund. It loans money to the 
governments down there and it can make loans directly to individuals, 
but it primarily loans money to the governments and makes grants. 

We have the International Finance C orporation, a part of the In- 
ternational Bank, which has not functioned to date very much. 

It, again, loans: money to big institutions. 

Then we have the Inter-American Bank, which is not functioning 
yet. We have given it, I believe, $450 million. It is not even func- 
tioning yet. 

Now here we are being asked to appropriate $500 million to the 
President to loan or give away. 


ADMINISTRATION OF PROPOSED LATIN AMERICAN PROGRAM 


I would like to have somebody tell me how the President is going to 
loan this money. To whom is he going to loan it? How is he going 
to reach the common man that Mr. Upton speaks about ? 

Is he going to add the fund on to the Inter-American Bank, mak- 
ing our contribution $950 million ? 

is he going to give the $500 million to the Export-Import Bank to 
loan? 

How is he going to do it? 

I certainly would be the first to admit that there may be some or 
many technical changes that should be made in the legislation I am 
offering. 
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But all I am trying to offer at the moment is an idea, a principle, 
and that is that we get close to the people of Latin America; that this 
bank be domiciled in the capital city or some other city in each Latin 
American country; and that little businessmen come in and borrow 
money, and big ones; that we loan them money to build schools and 
highways and other things, just as the Reconstruction Finance Cor- 
poration did in the United States, and that we build up the fund. 

Senator Mansrrevp. Mr. Chairman, could I ask a question there? 

The Cuarrman. Yes, Senator. 


PURPOSE OF ADMINISTRATION PROPOSAL 


Senator Mansrretp. Senator, in line with this proposal of yours, it 
is my understanding that what the administration wants is an au- 
thorization in the sum of $500 million which they could take to Bogota 
next September 5 to show as an earnest on the part of the administra- 
tion and the Congress to do something on a cooperative basis, and, by 
that token, to call forth from the other countries in the hemisphere 

roposals of their own which, jelled together, might be able to bring 
forth some sort of cooperative pattern from which policies could be 
laid down and projects carried out. 

Why would it not be a reasonable proposal to bring something like 
that to the attention of the American nations assembled in Bogota 
next month, get their viewpoints on it, and see what they have to offer 
inthe way of recommendations or suggestions ? 

As I understand your proposal, it would be carried on, on a bilateral 
basis between this country and each of the other 20 American 
republics. 

Senator Carenart. That is correct. 

Senator Mansriecp. And we have nothing here to indicate what 
their reaction would be. 

I think there is a good deal of merit in the Senator’s suggestion, but 
maybe that would be the place to give it further consideration. 

Senator Carenart. Let me say this first: 

You see, the Inter-American Bank, which is already organized and 
has not started to function, into which I believe we are to put $450 
million, isa multilateral arrangement. 

Senator Mansrrevp. That is true. 

Senator Capenart. Then what is the purpose of an additional $500 
million here, if it is to be a multilateral arrangement ? 

Why not just simply say, “Have this Congress authorize us to invest 
$500 million more in the Inter-American Bank,” if that is what it is, 
and that is all there is to it?) Why do we go through the process of a 
new bill here and build up a lot of hopes in the minds and hearts of 
these Latin American people that we have something new and dif- 
ferent and a new institution, when, really, all it looks like to me is just 
another $500 million to be added to the Inter-American Bank? 


PURPOSE OF SENATOR CAPEHART’S PROPOSAL 


I think this: I think since they do not ask us to appropriate any 
money, only authorize $500 million, that we could very easily take the 
plan I am suggesting to Bogota and sit down with each Latin American 
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country and say, “Here is something we would like to do.” I am sure 
you will find all 20 of them would be delighted to have us do it. 

You see, some of those countries down there now have what they 
call development loan banks in which they are making an effort to do 
this sort of thing, but they do not have sufficient capital. 

As I envision this bank, if it operated properly—and to be suc- 
cessful, it must be operated properly—it will not only have the capital 
that the United States puts in, but the capital that these countries put 
in, and they will be able to borrow from other sources, other banks and 
institutions, 5 to 10 times their capital. 

So we are talking about quite a large sum of money, quite a large 
fund here, that can be loaned. 

But what I am trying to do here—I don’t care anything about the 
authorship and I don’t care anything about the language—I am trying 
to reach what everybody is talking about, and that is what we describe 
as the common man. 





PURPOSE OF THE ADMINISTRATION’S PROPOSAL 


Senator Mansrire.tp. The Senator, I think, is to be commended for 
coming up with an idea of this kind, which can be considered on a 
hemispherewide basis. 

But getting back to what the Senator said—and I would hope that 
Secretary Upton would correct me if I am wrong in my understanding 
of what Secretary Dillon said this morning— and I do not think he 
was too clear in his own mind as yet—but my understanding was that 
this $500 million would eventually be used largely through ‘the Inter- 
American Development Bank, but at the same time part would be used 
through the Development Loan Fund, and also some small segment of 
iton a grant basis; is that correct ? 

Mr. Upron. Yes, Senator. 


ALLOCATION OF FUNDS 


Senator Capenart. I am not so sure that I am willing to give the 
President of the United States $500 million to put here and here. I 
do not care who the President is. 

And how are you going to give encouragement and continuity and 
stability to the Latin American countries if it is going to be on the 
y that advisedly; I mean it generously—of a Presi- 
dent of the United States? 

Is he going to give $100 million to this country and none to that! 

Where is he going to put it? 

Is he going to put it over here where like the wagon wheel that 
squeaks, it gets the grease ? 

What I am trying to do is to do something permanent on a con- 
tinuity basis that will help stabilize those countries, rather than 4 
“here-we-go-again” attitude. 

Before we get the Inter-American Bank working and make a single 
loan, there is a request for another $500 million possibly to add to that 
fund, which we do not admit is the purpose of it. 

Why don’t we go to Bogota with a proposal similar to this and say, 
“Here is a plan”—like that on which America was built—banks and 


joans and finance companies and credit. 
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Senator Mansrizitp. Why not have that one of the things on the 
agenda to be considered at Bogota. 

One more thing. You mentioned the $500 million to be appropri- 
ated to the President to use in effect at his discretion. 

That is unusual. In our Mutual Security Program the money is 
not ordinarily allocated to the President to use, but I am quite sure 
that that matter is going to be gone into quite thoroughly before this 
committee takes any action. 

It is my understanding that it is the exception, generally speaking, 
when an appropriation is made, to allocate any part to the Presi- 
dent, because usually it is allocated to the department or the agency 
in question and not to the President himself. 

Riepeda like to see more money allocated to the Secretary of State 
directly so that he, through the Assistant Secretary of State in charge 
of Latin American affairs, could bring this multitude of organizations 
together, and in that way bring some order out of the chaos which 
exists in our administration of the affairs of that part of the world. 


LATIN AMERICAN NEEDS 


Senator Careuart. I do not know that I have anything else to say. 
I have been watching very closely Latin American developments now 
for many years. I have spent lots of time down there. I have studied 
the whole problem. I have met with numerous committees and 
groups in every country there. I think I know something about their 
feelings, and I think I know something about what their needs are. 

Senator Mansrietp. The Senator has much wisdom and experience. 

Senator Carenart, Their needs are banking institutions that will 
loan money to themselves, for the same kind of purposes that our 
businessmen and farmers participate in here, to create jobs. I want 
again to repeat, to create jobs, through which they create services and 
goods and sell among themselves and pay for with their own cur- 
rencies and build up. their standard of living. Canada is an example 
of the success we seek. Once they do that, then they will be a much 
bigger customer of ours for export goods, just. as Canada, with its 
high standard of living, is a great market for American-made goods 
andservices. And they will be. 

But we are not reaching the heart of the matter, as Mr. Upton said 
here we would with this. He simply talks about appropriating $500 
million to the President, but he does not tell you how he is going to 
reach the heart of it, except that they are going to have the money 
to do with, I presume, as they see fit. 

And I am not being critical. I think we waited too long even to 
come up with the idea that we did. Weshould have come up with it a 
long time ago, because the situation down there is not good. 

The Cuatrman. Does the Senator from Iowa have any questions? 


SENATOR CAPEHART’S PROPOSAL COMMENDED 


Senator Hicken.oorper. I do not have any particular questions, but 
Ihave thoroughly agreed for a long time with this idea that the Sen- 
ator from Indiana is presenting here in bill form. 

I question in my own mind the advisability of such an act going 
as far as he goes on loans to large businessmen, other banks or loan 











62 AMERICAN REPUBLICS COOPERATION 


firms, or builders of either homes or business places of commercial 
operation, or the other areas. 

I do not say it is wrong, but I thoroughly agree respecting the first 
several categories that he recommends here “individual farmers, farm 
groups, homesteading organizations, small businessmen—that this 
kind of a banking operation or a credit facility in each of these coun. 
tries, where, as he says, the little man can borrow enough money to 
buy $100 worth of seed to put on his property or to buy a plow or 
something of that kind, einai will come as near bringing respon- 
sibility home to the individual as anything that could possibly be 
done. 

I have felt for a long time that one of the failures of all of these 
programs—ours and the programs of other governments—has been 
that they deal with the top and they create an expansion of paternal. 
ism on the part of the government that does not reach down to the 
individual and create responsibility or appreciation on the part of the 
individual. 

I am thoroughly in favor of this proposal in its fundamental prin- 
ciples. 

As I say, I have reservations on the size of the operation to which 
such loans should be given under this particular plan. But I think 
it is commendable, and I think it is getting at the heart of the difi- 
culty, and I certainly am willing to look at it very s seriously. 

We have all these loan agencies that deal with the governments 
and the governments spend the money and the individual in the coun- 
try does not appreciate it one way or the other. 

By “appreciate it,” I do not mean that they are not thankful for 
it necessarily; I do not mean that. But they do not have an appre- 
ciation of where this money comes from. It is just handed down 
from the top and they go on about their business and do not correct 
their own responsibilities. So I compliment the Senator from In- 
diana on getting this in bill form. 

I have seen a lot of credit banks in various countries in the world, 
but when you start to look into those credit banks, it is seen that they 
only loan to the big fellows and they loan at 12, 15, or 18 percent, and 
the little fellow comes in and wants a small loan, but he has no chanee 
whatsoever of getting a loan. He is not even admitted to the inside 
of the entry hall, the vestibule of the bank, because that is not what 
the bank is for. 

But this is reaching down to where the little, individual fellow can 
get some loans, can ret some help, and the responsibility of paying 
that back out of his own profits and of running his own show, I 
think, is very important, 

We have to start doing that sometime with these countries. 


IMPORTANCE OF PRIVATE ENTERPRISE SYSTEM 


Senator Carenart, May I say that you never build up strong econ- 
omies down there and increase their standard of living unless you 
do it under the private enterprise system. 

It has to follow. It is patterned exactly along the same procedure 
that this country followed over these years that ; developed our great 
industries and gave our people a high standard of living. 
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It is the beginning of something that, in my opinion, will lead-to 
ereat end results. 
5 . . _ . 

It will cause other banks, in my opinion, to be organized. down there 
to do the same thing. 

The CuatrmMan. Any other questions? 


OPERATION OF PROPOSED COOPERATIVE BANKS 


Senator Arxen. I think the Senator from Indiana has pinpointed 
the need for this, and I am interested in his proposal for the estab- 
lishment of a new type of bank. 

Am I right in assuming that these binational Cooperative Banks 
would be publicly controlled ? 

Senator Carenart. The directors would be chosen in direct. propor- 
tion to the ownership of the stock. 

Senator AIKEN. But suppose that the government of a South Amer- 
ican state and the United States put in $5 million in the bank, and 
then private interests come in and say, “We will buy $6 million worth 
of stock.” 

Would the control then be transferred ? 

Senator Carrnart. Well, as the bill is prepared, it would; but, then, 
that is a matter of detail. 

Senator Aiken. That is what I am pointing out, 

Senator Carenart. The directors of the Export-Import Bank here 
will have control, with the Treasury Department and the Secretary 
of State, over certain details of that kind. 

I was hoping that, by introducing the legislation here, we would 
bring out the best thinking of everybody, just as you are bringing up 
these points, in order to get the best possible language in the best 
possible sense. 


PROBLEM OF INTEREST RATES 


Senator Arken. The problem that came up in my mind is this: 
Suppose the two governments set up the bank with a capital stock of 
$6 million. Then private interests buy a majority of atbek and control 
it. What guarantee would we have that the interest rates would be 
reasonable ? 

Somebody mentioned 10 or 12 percent here as the going rate. I am 
afraid in some places it runs anywhere from 22 to, I have heard, 50 
percent, but 22 to 36 percent is legal. 

Even in a country with a legal rate of interest of 12 percent, they 
donot have legal money tolend. But. they apparently have sudsidiary 
financing companies which can charge up to 36 percent for money. 

Senator Carriart. I think that is a detail which the Export-Import 
Bank could control and should control. 

Senator A1ken. We do not put the money in there— 

Senator Carpenarr. No, we do not intend to. 

Senator Arken. As Senator Capehart knows, probably the biggest 
item of cost in manufacturing in South America today is the cost 
of money. 

Senator Capenarr. That is right. 

Senator Aiken. And then you have the traditional profit system of 
25 percent. 

nator CapenaArt. That is right. 
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Senator Arken. Everybody who touches anything that goes into it 
gets 25 percent. 

Senator Carenart. That is right. 

Senator Arxen. And then you have taxes, which I understand are 
not always paid in full but that amount to a considerable sum. 

After that comes labor costs, other materials and overhead and so 
forth, but about 75 percent of the cost is represented by three items of 
which interest is probably the heaviest of all. 

I do not believe, Homer, we are going to make conditions down there 
much better even for a borrower so fotiy as he has to pay 25 or 30 
percent interest for his money. 

But you have an idea here which, perhaps, can be worked out—I 
would not use the word “refined,” but probably that is the word to use. 

Senator Carenart. That is the word. 

Senator Arkxen. Is that all right? If it is all right, I will use it. 

Senator Capenart. Yes, go ahead. It is an idea, and we need help; 
I need help on it. We need the best brains of all of us in workin 
out the details, because we are all in accord that we want to reac 
the common man; we want to teach him the private enterprise system ; 
we want to help the Latin American countries develop new industries 
down there and enlarge the ones that are there. 

Now, this seems to me like the best way to do it, because this is 
based upon how it was accomplished in the United States. 

Senator Arken. Yes. 

Senator Carenart. Now, we went through the same growing pains 
on interest rates many, many years ago. That is why States pass 
laws limiting them. We had the same problems. Most of our capital 
or out of Europe to establish our big industries and many of our 
banks. 

But we have always operated on the private enterprise basis, and 
that is what we are trying to do here: to set it up on a basis that has 
stability and continuity to it, and will stay there and perform. 


ROLE INFLATION PLAYS IN DETERMINING INTEREST RATES 


Senator Arken. I wonder if Mr. Upton could tell us somethin 
about the going rate of interest in Latin American countries, an 
whether he thinks it would be possible to work out an arrangement 
whereby there might be control, because it does not make any differ- 
ence how much money we put into Latin America if the ultimate bor- 
rower has to pay 30 percent for the money. 

Then we have not helped the average citizen a great deal. 

Mr. Upton. I might make a brief comment. One of the problems 
of interest rates in Latin America, of course, is that they are tied in 
very closely with the rate of inflation in the country. 

If there has been a depreciation of, say, 15 percent per annum in 
value of the money when you get it back, why, regardless of who 
the lender is, if he is going to get back money which has the same 
purchasing power, he has to take that into consideration in his interest 
rate. 

So, generally, in these countries, where there is a significant rate 
of inflation and an increase in prices, the interest rates tend to be 


substantially higher in order to allow for that. In countries where 
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there is very little inflation, the interest rates tend to be much more 
modest. 

But due to the fact that we have got so much inflation in Latin 
America, people do focus naturally on the overall interest rate cost 
without recognizing how much of it, you might say, is for protection 
of the lender against depreciation of his currency. 

I think it is pretty difficult down there to loan to the institutions, 
even though they are receiving money from outside sources, and I 
think this has been the experience of our existing loaning institu- 
tions which loan to development banks, and have them in turn loan 
very differently from the going rates. There may be some differen- 
tiation. 

Senator Arken. You mean the legal rate or the going rate? 

Mr. Upton. Well, what the going rate is, because if they shade it 
more than a minor amount, why, there is first great protest, and, 
secondly, of course, the demand for credit at this rate is fantastic 
ey on the basis that cheap credit drives out more expensive 
credit. 

Senator Arxen. Then in a country that had stabilized currency, a 
plan or setup like this would probably be workable? 

Mr. Upton. I think this: I would say that in a country with 
stabilized currency you certainly have a tendency to have your in- 
terest rates much more moderate. There is always a tremendous de- 
mand for money down there. . 

Senator Arxen. A country might have a stabilized currency, but 
it depends on the level at which it 1s stabilized. 

I think the currency of Bolivia has been very stable now for a year 
or two but at a level that would not encourage anyone to— 

Senator Hickentoorer. Well, not Bolivia. — 

Senator Arxen. The dollar has been stabilized up there at 12,000 
bolivianos. 

Senator Hicxentoorrr. The currency of Ecuador is very sound on 
the world market. 

The Cuarrman. Any further questions of the Senator? 


ESTABLISHING LOAN STANDARDS 


Senator Hicken.toorrr. I merely just want to say, in response to 
the question of Senator Aiken, that I would see that that would pre- 
sent no insurmountable difficulty. I would think the charter of the 
bank and the statute under which it is set up would have to regulate 
the conduct and the loan policies of this business; that is, they could 
fix the maximum rate of interest that could be charged. Then they 
could fix the type and kind of loan and standards regarding the re- 
liability of the people who borrowed, and so on, I would think that 
would be a matter of detail in the charter, the statute, or whatever 
other documents were essential in the contracts in setting up these 
banks or these agreements. It might provoke some disputes, but if 
they wanted to take it on that basis, they would have to agree. 


VIEWS OF EXPORT-IMPORT BANK 


The Carman. Any other questions? 
Just for the record, Senator, I wonder if you have discussed this 
with the Export-Import Bank? 
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Senator Capenart. I have not. 

The Cyarrman. You do not know what their attitude would be? 

Senator Carenart. I did not have a chance, because, as you well 
know, this whole business came up here so suddenly. 

The CaairMan. I just thought you might: have. 

Senator CarpeHart. No, I have not. 

The Cuarrman. You do not know what their attitude would be? 

Senator Carenart. I do not. I have not discussed it with them. 
I would think they would be in favor of it. 


EXPORT-IMPORT BANK’S ROLE UNDER SENATOR CAPEHART’S PROPOSAL 


The CuairMan. Just a question or two about your proposal. 

I believe it is the practice for Export-Import loans to be repaid 
in dollars. Would this mean that they could henceforth be repaid 
in local currencies ¢ 

Senator Capeuart. I cover that here. 

The Export-Import Bank borrows all of their capital or they buy 
their capital from the Treasury. 

The CuatrMan. Yes. 

Senator Carrnart. I think we have authorized them to borrow up 
to $6 billion, and I think they are only using something like $4 
billion. 

They have got a couple of billion authorized that they have not used. 

Now, they would pay interest on it. This amendment states that 
they will pay any dividends they receive up to the amount of the 
interest. 

The Cuarmman. What I meant is this: I understand you contem- 
plate that some of the loans which will be made by these, you might 
say, subsidiary banks in which they buy stock, may be made in local 
currencies. 

Do you have any idea of the turnover with a revolving fund, which 
might mean that the Export-Import Bank would either never be repaid 
or that it would be repaid only in local currency ? 

I just wondered what you had in mind. This would be a rather 
drastic departure from the present authority. 

Senator Carpenart. Not necessarily. 

They now loan money to some of the development loan funds in 
Latin America and other parts of the world. 

The Cuarrman. Those loans are all repayable in dollars, aren't 
they ? 

Senator Carenartr. Well, I would expect the Export-Import Bank 
to make an agreement with the country in which they loan this 
money that when the Export-Import Bank’s stock was retired, that 
it would be retired for dollars, and when the Export-Import Bank 
was paid their dividend on earnings in this bank, that it would be 
paid in dollars. 

We would expect that to be done as a part of the contract. 

The Carman. When they make a loan now to anybody, whether 
it be to a firm or to a development loan bank, is_not that in connection 
with export of machinery or something from this country ? 

I mean it was set up for that purpose, wasn’t it? 

Wouldn’t this be a radical Rematar from the existing authority 


and purpose of the Export-Import Bank? 
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Senator Carenart. The Export-Import Bank loans money for the 
purpose of American exports and imports, and, of course, they do 
not loan money to anyone except. where the money is spent back in 
the United States, and that is what they are doing at the moment. 

This would be a departure, but the reason I pick the Export-Import 
Bank to operate this is for two reasons: 

One was they could function immediately because they have the 
authorization and they have the money. 

Secondly, I think they are the best qualified institution in the United 
States to handle this sort of a thing. 

They could pick the directors of these companies and the manage- 
ment, as far as the U.S. proportionate share would allow, with more 
experience and skill than anybody else. That was the reason I chose 
them. 

You could also do this through a new institution. 

You could do it through the Development Loan Fund or you could 
do it any way you wanted to. 

The CuarrMan. I am just asking these questions for the record. 
I have not thought this through at all. Why wouldn’t it be more 
consistent, however, to give to a new organization the authority to 
borrow from the Treasury ? 

Is the Treasury going to change its view about this authority to 
borrow ? 

May I ask you, Mr. Upton, if it is now agreeable to the Treasury 
to allow authority to borrow for this purpose ¢ 

Senator Arken. Is that back-door financing, Mr. Chairman, that you 
are talking about ? 

Mr. Upton. Mr. Chairman, we had a very intensive discussion about 
that a year ago and as far as I am aware the Treasury view is still 
the same. 

I must say this has not been discussed recently at all, and we did not 
bring this up in connection with this program because it is part of 
the Mutual Security Act. 

The CuatrmMan. Would the Treasury, do you think, raise any ques- 
tion about utilizing the Export-Import Bank’s authority to borrow 
from the Treasury for this purpose? 

Mr. Urron. I think it is quite probable that we would want to look 
into the background. 

The Cuatrman. You are not ready to commit yourself at the 
moment ? 

Mr. Uprron. I am not ready to commit myself. 

The CuairMan. I raise these question Homer, because, as you know, 
| was a great admirer of the work of the RFC. I tried my best to pre- 
vent its abolition, but, anyway, that is water over the dam. 

I do think that it is easy to get. confusion into a situation. The 
Export-Import Bank has had an excellent record. It has done its 
job, which was within this narrow field of assisting the export. of 
American materials of all kinds abroad, and so on, but it required 
repayment in dollars. They have an excellent earnings record and all 
that. This is getting out almost into the field of philanthropy. 

T mean, when you make a loan repayable in foreign currency, I am 
unable to distinguish that from a gift, in many cases. 





68 AMERICAN REPUBLICS COOPERATION 


Senator Carrenarr. It is the individual banks in the respective 
countries that make the loans repayable in foreign currencies. 

The CuHarrman. But how do they repay the Export-Import Bank, 
if the money they get is loaned in local currencies ? 

Senator Carrenart. Just the same as they do now. You loan a 
government of South America $10 million to build a hydroelectric 
plant. They immediately convert those dollars into the currency 
of their country and buy the goods and services and so forth to build 
it, and the people that pay for the power pay it in their currencies, 
and they convert it into dollars. 

The CHarmman. But the only way that government can convert it 
is by having a favorable balance of export trade. 

Senator Carenart. Of course. 

The Cyaan. Many are having that difficulty now. Brazil has 
had that and they have been unable to service their foreign debts for 
that reason. 


POLITICAL OBJECTIVE OF ADMINISTRATION’S PROPOSAL 


I have the feeling that this, primarily, is a political matter, that 
this whole matter is inspired 

Senator Carenart. You do not mean my role? 

The Cuarrman. No, no, the proposal of the administration. I do 
not mean domestically political. What I mean is the political situ- 
ation in Latin America is such that it has inspired it. 

I do not disagree with that. I think many of our programs, our 
mutual assistance program, if you like, and others, have political 
objectives as opposed to economic. In other words, they are not just 
evaluated on the economic basis of whether they make money or not. 

This is a perfectly legitimate LS sa It seems to me that the 
objective of this proposal is to meet the political disarray, the politi- 
cal chaos, that is developing in Latin America. I do not want. to 
mix up into the situation an established economic bank such as the 
Export-Import Bank. 

1 only raise that as a question, because I think it will be raised. 

Senator Capeuart. I think the political aspects of this whole busi- 
ness might well, if you are not careful, kick you back with a terrific 
jolt, if you do not go through and do something sound. 

The Cuarman. I agree with that, but it is a question of means 
and how we do it. 

I just raise that question. 





ORIGINAL PROPOSAL OFFERED BY SENATOR CAPEHART 


Senator Carenart. I offered the same sort of a proposal as a sub- 
stitute to the Marshall Plan in 1948, and received 22 votes on the 
floor of the Senate for it, and among them was the able chairman 
of this committee, Mr. Fulbright. Mr. Fulbright, myself, and others 
voted for it. 

I want to say this: It would be awfully nice today if those Western 
European countries were paying us back, at the rate of $1 million 
or $2 million a year, with a little interest. 

The CuHatrmMan. Well, they have been repaying in substantial 
amounts, haven’t they, Mr. Upton, where they agreed to repay? 
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Mr. Upton. Yes. 
Senator Carrnart. Where they agreed. 
The CHatrmMan. Part were grants and part were loans. 


PURPOSE OF SENATOR CAPEHART’S PROPOSAL 


Senator Carenart. Gentlemen, I just want to say this: I do not 
want to belabor the point at all. It is just an effort to do something 
that will have continuity to it, that is stable, that is built on Ameri- 
can principles; something that I know every Latin American country 
will welcome. I know they will, because I have discussed it with 
them before. 

I think that we ought to do it now. I do not think we ought to 
wait. I would like to see us take it to Bogoté and have our repre- 
sentatives sit down while they are there with each of the 20 repre- 
sentatives of the Latin American countries and find out how much 
capital they would want to put up in this sort of an institution and 
say, “Here, we are ready to go.” 

Senator Hickennoorer. Homer, there is one thing about this that 
you ought to take into consideration, I think. You think your 
program is quite a simple one, very attractive but simple. It just 
proposes to get down to the common man and help him. 

Senator Caprnart. That is right. 

Senator HickreNn.oorrr. Now, that may be a little too complicated 
for bureaucracies to operate or comprehend in various countries of 
the world, and that is the phase of it that I think you ought to 
think about. 

Senator Carenart. I think we can possibly get over that. 

Senator Hickentooprr. It is not quite complicated enough. 

The CHarrman. Thank you very much, Senator Capehart. 

Mr. Upton, Assistant Secretary of the Treasury. 

Do you wish to put your statement—I think we have all read it— 
into the record and then comment on it and then make any other 
comments ¢ 


STATEMENT OF HON. T. GRAYDON UPTON, ASSISTANT SECRETARY 
OF THE TREASURY; ACCOMPANIED BY PHILANDER P. CLAXTON, 
JR., DEPUTY ASSISTANT SECRETARY OF STATE FOR CONGRES- 
SIONAL RELATIONS (MUTUAL SECURITY AFFAIRS) 


Mr. Upton. I will put it in the record, Mr. Chairman. 

The Cratrman. Mr. Reporter, put the whole statement in the 
record, 

(The statement referred to follows:) 


STATEMENT BY T. Graypon Upron, ASSISTANT SECRETARY OF THE TREASURY, ON 
THE PRESIDENTS PROPOSAL FOR LATIN AMERICA 


Mr. Chairman, I am happy to appear on behalf of the Treasury Department 
in support of the President’s proposal for Latin America. The Treasury has 
a deep interest in our financial relations with Latin America. As you know, 
the Treasury Department presented to the Congress last year recommendations 
for the formation of the Inter-American Development Bank, which the Congress 
approved. It is anticipated that the Inter-American Development Bank will 
~~ an active role in the implementation of the program which is being presented 

you. 
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We see this program as a major and significant step in the evolution of the 
historic close relations among the American Republics. As the President’s 
message indicated, what is envisaged here is a direct approach to some of the 
problems of the average man in Latin America. We are confident that the 
Latin American countries wish to direct their own efforts increasingly to this 
objective, and the purpose of our prograin is to supplement and encourage these 
additional steps. We would cooperate with individual Latin American countries 
in their own efforts to provide for the individual citizen. He needs such things 
as improved community facilities and an opportunity to work land which is not 
now being used productively. We expect that under the authorization being 
requested, we should be able to extend our assistance in such areas as pilot 
and self-help housing and vocational education. Measures of this type will, as 
the President said, “help our Latin American neighbors accelerate their efforts 
to strengthen the social and economic structure of their nations and improve 
the status of their individual citizens.” 

While we will press forward with our efforts to assist constructive economic 
development activities, the new program would seek to assist in spreading the 
benefits of economic growth. The proposal is supplemental to the long history 
of our previous efforts taken to promote economic and industrial development 
through loans for dams, power, airports, railroads, and factories. 

The U.S. program, including the present proposal, can be considered as provid- 
ing support for the broad objectives of Operation Pan America, which was con- 
ceived some 2 years ago by President Kubitschek of Brazil. There is, however, 
some difference of emphasis. President Hisenhower’s proposal would promote 
democratic freedom by giving particular attention to social aspects of the Latin 
American problem and to the objective of spreading the benefits of economic 
growth and advancing the status of individual people in these nations. 

In considering this new endeavor, it is necessary to recognize the special place 
of the American Republics in their historical association with the United States 
and the particular importance to us of these neighboring countries in the south- 
ern parts of this hemisphere. We have a long history of a special political rela- 
tionship with the American Republics. More recently that special relationship 
has been highlighted in the economic and financial field by the establishment of 
the Inter-American Development Bank. The proposal now before you represents 
our belief that the time has come to underline this relationship still further and 
with particular stress upon the status of the individual citizen and his opportu- 
nity for advancement. Economic development by itself does not fully meet the 
need in Latin America to promote growth with social stability. 

In our relations with leaders of Latin American countries we have sensed an 
increasing note of urgency about the importance of stressing activities which 
would contribute directly and relatively quickly to the economic and _ social 
progress of individual citizens. During most of the postwar years Latin Amer- 
ica has concentrated on the development of industries and other directly produc- 
tive economic areas. Our neighbors have come to us for financial support for 
these activities, and, as is well known, they have obtained large amounts of 
financing. Great strides have been achieved in general economic progress. 
Indeed during many of the postwar years the growth of the gross national product 
in many Latin American countries has proceeded more rapidly than in most 
other parts of the world. 

It is evident that the United States and the international institutions have 
been doing a great deal toward advancing economic development in Latin Amer- 
ica. We expect to be doing even more through the Inter-American Development 
Bank. The Export-Import Bank has been particularly active in Latin America, 
and of its total current loans about $1.5 billion, or 45 percent, pertain to this 
area. (The total loans of the Bank include nondevelopment loans, particularly 
to European countries; therefore Latin America’s share of development loans 
is even higher.) The World Bank has some 21 percent, or almost $800 million, 
of its current loans in Latin America. The International Monetary Fund has 
given repeated and active support to overcoming the exchange problems of 
Latin American countries. At present it has more than $415 million in short- 
term credits outstanding to these countries. Furthermore, there is, of course, 
a very large investment of private American capital south of our border total- 
ing approximately $9 billion in the other American Republics. About 831 percent 
of our total private foreign investments are situated in Latin America, 

Nevertheless, there are many problems remaining in Latin America. Some of 
these have their roots in political and social history, in degree and type of eco- 
nomic activity, in climate, and many other factors. One of the major problems 
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is the extremely rapid rate of increase in population. It has been estimated that 
in the case of a few countries, the population may as much as triple by the 
end of this century. Without improved facilities for utilization of land and set- 
tlement of a growing population on new land, there is a movement to the cities, 
where the increasing numbers put a very heavy strain on community facilities. 

In struggling with these problems, the Latin countries have faced many diffi- 
culties due to the overall limitations on available resources and the many com- 
peting demands for their use. These countries have also found impediments in 
the way of mobilizing effectively their financial, human and physical means to 
organize and carry out advancement in these fields. We all recognize I am 
sure, that there is everywhere tremendous competition for available resources 
and savings. But such competition is more acute when the total production of 
a country is limited and when its population is rapidly increasing. 

A special problem in many Latin American countries has been the development 
of financial policies to enable currencies to be strengthened and inflation to be 
brought under control. Deficit financing on an excessive scale and rapid inflation 
have driven capital abroad and have distorted the pattern of savings and their 
effective use. Inflation has brought its usual consequences of speculative invest- 
ment and of particularly heavy burdens for the large groups of the community 
who are least able to protect themselves against the threat to real incomes which 
inflation presents. In recent years an increasing number of Latin American 
countries have recognized the need for ending the vicious cycle of inflation if 
they are to survive economically and progress socially. It is gratifying that 
several countries have recently seen considerable success in their stabilization 
efforts. In due course, as savings are encouraged and capital markets develop, 
the social values of a stable currency are increasingly demonstrated. 

I have listed some of the factors which I believe create an urgent demand 
for the proposals envisaged by this legislation. If this program is approved, we 
shall be able to work with the countries of Latin America by providing financ- 
ing to supplement the investment of additional domestic resources in the direc- 
tion which many of their leaders increasingly believe requires a higher priority. 

In the implementation of this program we propose to be flexible. We will 
seek to concentrate our efforts, in cooperation with Latin American countries, 
in the particular situations and areas where our assistance will be most valuable 
and effective. As Mr. Dillon has indicated, it is expected that the Inter-American 
Development Bank will become the principal institution for administering loans 
under the special program for Latin America. The Inter-American Development 
Bank was organized only this year and it will not officially open its doors for 
loans for another 6 weeks. But its potential for promoting economic progress in 
Latin America has, I feel, already been demonstrated by the practical and 
cooperative atmosphere which surrounded the work of building the structure of 
the Bank and by the high quality of the Bank’s board of directors and manage- 
ment. 

In the ultimate analysis, we can provide seed capital, technical assistance, 
and assist in meeting some of the more drastic needs in some areas. The over- 
all problems are so large, and so complex, and are so intimately related to the 
institutions and the economic and social capacities and capabilities of each 
country, that only the Latin American people themselves, and particularly their 
leaders, can effectively deal with them. In the utilization of land, and in the 
various areas of public administration and public finance, I believe they realize 
increasingly the challenges before them and wish to face up to them. Through 
the present proposal we can give encouragement and emphasis to an approach— 
directed straight to the heart of the problem—the simple needs of the common 
man in Latin America. I sincerely hope that this Congress, so many Members 
of which have shown themselves cognizant and actively interested in Latin 
America, will give its support to this proposal. 


TREASURY DEPARTMENT'S INTEREST IN PROGRAM 


Mr. Urron. | think, first, that the Treasury is interested in this 
program for several reasons, particularly because of our close relation- 
ship with the Inter-American Development Bank, the fact that those 
negotiations and discussions came under the direct aegis of the Treas- 
ury, and our continuing interest in that institution; and, secondly, 
because we have had a great deal to do with Latin America in connec- 
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tion with their financial problems and their monetary problems; and 
these two things give us a particular interest in this area. 

Now, as Mr. Dillon pointed out this morning, this is a major and 
significant step in the evolution of our historic close relations with 
the other American Republics. This special relationship of ours has 
been highlighted in the economic and fnancial field by the formation 
of the Inter-American Development Bank. 

I think this new program underlines this relationship further, 
particularly in the social field in getting right down to the problems 
of the common man. 

PROGRAM’S EMPHASIS 


This program is, I think, a support for the broad objectives of 
Operation Pan America, but it seems to me there is a difference in 
emphasis insofar as President. Eisenhower’s proposal would pro- 
mote democratic freedoms by giving particular attention to social 
aspects of Latin American problems and stressing direct benefits to 
the status of the individual citizens. 

I think it has been made quite clear that this program will supple- 
ment and not substitute for assistance in economic development and 
growth. 


EFFORTS ADVANCING ECONOMIC DEVELOPMENT IN LATIN AMERICA 


As Senator Capehart pointed out, the United States and inter- 
national institutions have been doing a great deal toward advancing 
economic development in Latin America. Ex-Im has approximately 
$1.5 billion of its total loans outstanding in Latin America, about 45 
percent. The World Bank has almost $800 million, about 21 percent 
of its total. And the IMF has $400 million of its assets in stabiliza- 
tion credits there, and there is direct private investment of about $9 
billion, just somewhat less than a third of our total investment 
throughout the world. 


NEED FOR MORE PROGRESS IN LATIN AMERICAN SOCIAL PROGRAMS 


I think we feel it is essential to continue with this same form of 
financing. But we recognize that economic development by itself 
does not fully meet the needs in Latin America to promote economic 
growth. 

During the postwar period economic growth has been very much 
stressed, but out of economic growth, perhaps, did not come as much 
of direct, visible benefit to the citizen as is necessary or desirable, and 
this question is further pointed up by the tremendous rate of popula- 
tion growth which in some of the Latin American countries, I think, 
is the largest of any part of the world, and which puts a great strain 
on community facilities. 

There is the problem of unequal distribution of land, and the many 
limitations on available resources and the many competing demands 
for their use. 

There seems very little question that there is a growing urgency, 
a feeling in Latin America, to get on with more progress in these 
social programs, 
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We have seen this in visits by several of the chiefs of state and 
government here in recent months. In short, we believe that this new 
program would enable the United States to provide financing to sup- 
plement and stimulate the investment of additional domestic resources 
for social progress. 

Senator Carenarr. We both agree, but tell me how you are going 
to do that? How is the President going to take this $500 million an 
do that? What instrumentality is he going to do it through? How 
is he going to do it? What sort of a continuity of organization is he 
going to set up to do it ? 

Isn’t that the weakness of your program ? 

Mr. Urron. Let me try and examine the 

Senator Caprruart. I am not saying mine is the only one. There 
may be other answers. 





DIFFERENT TYPES OF NEEDS AND PROGRAMS 


Mr. Urron. Let me discuss with you, Senator, some of the points 
that you brought up in this. 

Now, both of us have said, and I think everyone agrees, about the 
need of a program which reaches the common man. Specifically, 
what do we mean by this? 

It seems to me that there are two different questions at issue here. 

One is the type of program, itself; and the other is the way and 
the mechanisms through which the program is administered. 

I wonder if we do not have here, and particularly clearly outlined 
in your paper, really, two different types of needs and programs: 

ne, very largely in the social overhead field, in water, in sanita- 
tion facilities, in projects in pilot housing, in vocational training, in 
land utilization, roads and things of that sort. 

Clearly, when you improve your sanitation facilities and your water 
supply and your vocational training, or in pilot projects for housing, 
why, you do something directly for the common man, and this is a 
field which both in this country to a considerable extent, and even to 
a larger extent—and I am leaving out housing for this country at 
the moment—is a field of government action in Latin America. 

Senator Careuart. Will you yield right there? 

Mr. Urron. I am leading up—— 

Senator Carenarr. Yes. But individual units of government do 
them in this country. 

Mr. Upton. Yes. 

Senator Carruart. But they sell the bonds to some bond house or 
some bank. They finance them. The Government, itself, does the 
physical work, but some bond house or some bank buys the bonds to 
build waterworks, to build the sewers, to build the streets, to build 
the roads. 

_ What I am trying to find out from your proposal here is this: What 
instrumentality are you going to use in Latin America to finance 
these social developments that you are talking about, which I agree 
ne with you on, and which are covered by my proposal ? 
r. Upton. To continue, I think the second group is this whole 
—— of industrial and commercial loans to small businessmen, and 
Is is also covered in your proposal. 
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I think that the proposal of the administration emphasizes par- 
ticularly the first category, the social overhead category. 

In this question of small loans, industrial and commercial loans, 
there is a great deal being done. The Development Loan Fund has 
made 18 different loans to development banks throughout the world, 
none of which, I may say, is in Latin America. 

The World Bank has about $55 million outstanding in loans to these 
various ‘development institutions, a number of them agricultural, in 
Latin America. 

Senator Hicken.oorer. Don’t these institutions loan to govern- 
ment or quasi-government operations ? 

Mr. Upton. No, not necessarily. 

These are private loans—the World Bank would put up foreign 
currency and private groups and government will put up local cur- 
rency, and the foreign currency will be used for the import of agri- 
cultural equipment and things of this sort, and then loans will be 
made to individuals, and possibly cooperatives, for example. 

But the loans made through the local development banks are gen- 
erally not loans made to governments, but, rather, to individuals. 
This is an effort to get at the same objective as Senator Capehart. 


USE OF FUNDS REQUESTED 


Senator Carenart. Let me ask you here in all seriousness how the 
President proposes to loan his money, this $500 million you are going 
to give him. 

That is what you have never answered yet and neither did Mr. 
Dillon. 

Mr. Upron. The reason I have not answered yet or tried to is I 
wanted to build up a bit of this background. 

These loans from the World Bank and the Development Loan Fund 
and the Eximbank to individual development banks throughout the 
world, as well as to Latin America, go to different types of institu- 
tions. For example, they may go to land banks; they may go to in- 
dustrial credit banks; they may go to small industry loan funds. In 
Peru a loan has recently been made to a savings and loan institution. 

It seems to me that in the program which the administration pro- 
poses, it emphasizes first the social overhead aspect, but this in turn 
may tie in through land banks or housing institutions with the indi- 
vidual, through small loans. 

Senator Caprnart. Let me see the bill. Maybe I do not under- 
stand it. I don’t want to be critical, but I find nothing in the bill 
that says this about the instrumentality through which the money will 
be loaned. Do you know something about this we do not know? 

Mr. Upron. No, but the bill mentions this in three different ways, 
or rather, Mr. Dillon’s speech this morning mentions the ICA for cer- 
tain agricultural, educational and health improvement purposes by 
making certain grants. It mentions the Development Loan Fund, 
possi iy during an interim period. As you know, the Development 
Loan Fund is just working out an important role in a program with 
Peru. 

Thirdly, it mentions the Inter-American Development Bank. 
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Senator CapgeHart. Will you yield, please? Let me read this. <All 
I can see in this act is: 

Src. 426. AUTHORIZATION.—In order to carry out the purposes of this title, 
there is hereby authorized to be appropriated to the President not to exceed 
$500,000,000, which will remain available until expended, and which the Presi- 
dent may use, in addition to other funds available for such purposes, on such 
terms and conditions us he may specify. 

That is all the bill says on the subject. 

Senator Mansriewp. I think it ought to be brought out that what 
Mr. Upton is referring to is what Secretary Dillon stated this morning. 

Senator Carenart. I understand that. What I was. trying to find 
out here is: Through what instrumentalities is the P1 -esident going 
to loan the $500 million? I am in agreement with Mr. Upton and 
the President: on the purposes, to raise the standard of living of the 
Latin American countries and reach what we all refer to as the 
common man, meaning the little fellow. We are both in agreement 
on that. We are all in agreement on that. 

I have a specific plan for doing it that I am presenting here, and 
I find no plan whatsoever in the so-called administration bill here 
to do it. It just simply says “in order to carry out the purposes of 
this title.” The purposes are what we are all agreed upon, to raise 
the standards of living and reach the common man and help in cer- 
tain social developments down there. 

The language reads that— 

The President may use, in addition to other funds * * * on such terms * * * 
as he may specify— 

You who prepared this bill must decide sometime on what agency 
you would loan this money through, how you would loan it. and 
whether you would set up a new agency, whether you would give it to 
the Export- Import Bank, Development Loan Fund or the Inter- 
American Bank. 

The Cuarrman. Mr. Dillon testified that he did not expect to set 
up any new instrumentalities but to use those existing. But they 
cannot do even that until they meet with the Latin Americans to 
agree upon what they are going to do. Is that not your position, 
Mr. Upton ? 

Senator Carenarr. Why do we call it a new program or a new 
policy? Why do we not just appropriate additional funds to the 
agencies now in existence? 

The Cramman. He said there would be no new instrwnentality, 
that you would use the existing one. 


MAKING USE OF FUNDS SUBJECT TO CONGRESSIONAL APPROVAL 


Senator Arken. Mr. Chairman, it seems to me we might as well 
be practical about this situation. We have the mutual security ap- 
propriations bill, which has not even been reported to the Congress 
yet. We do not now know what amounts that will carry. 1 can 
foresee objections being raised on the floor to reporting out a bill 
authorizing another $500 million to be expended in Latin America 
by the President, on ‘such terms and conidia as he may specify. 


That is, in effect, a blank check. I can foresee difficuliies in getting 
that regardless of how meritorious the purpose may be. 1 wonder 
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if we would not have to modify this somewhat, saying, “In order 
to carry out the purposes of this title, there is hereby authorized to 
be appropriated to the President not to exceed $500 million, which 
shall remain available until expended, and which the President may 
use with the approval of the Congress in addition to other funds 
available for such purposes.” 

That means that the Congress would express its intent to back 
up such programs as it might deem to be workable, and include in 
those to be considered possibly the one offered by the Senator from 
Indiana. I would think there would be virtually little chance of get- 
ting this through the House, to be frank, without some requirement 
that further plans be submitted to the Congress for approval. 

With that modification, I think chances might be pretty good. I 
do not even know how far it would get in the Senate. I do not know 
what we are going to get in the appropriation bill. We have not 
gotten anything yet. We should have had it 3 months ago. 


ACCOUNTING FOR USE OF FUNDS 


Senator Carenart. May I call your attention to another thing here 
which is the most unusual thing I have ever seen. This does not even 
require that the President make a report either yearly or any other 
time on how he spends the money. It does not even require him to 
account for the money or make a report to the Congress either an- 
nually, quarterly, or biennially. 

Senator Arxen. It may be provided for in the full Mutual Security 
Act; Ido not recall. 

Senator Carrenart. I cannot find it in this bill. Ordinarily, when 
we give a check to the President like that, he must at least account for 
it. 

Senator Arken. I would like to see our delegation to Bogota go with 
the backing of the executive and legislative branches. I think the 
Mansfield resolution—perhaps that has to be modified, too—plus an 
authorization of this kind, would be as far as we could go or be as 
much as we could get through the Congress at this session, if we can do 
that. 

But I do think the Congress would want to have some general idea 
or perhaps a more specific idea of how the Executive would plan to 
use such part of this $500 million as they might get. 

Mr. Upron. Mr. Chairman, I wanted to respond to the question 
you raised, to point out with respect to Mr. Dillon’s comment that 
we do not want to decide now on a unilateral basis exactly how this 
is to be administered. We want to work this out with the other Latin 
American countries. 

With respect to Senator Capehart’s questions, I was trying to ampli- 
fy a bit of testimony that Mr. Dillon gave this morning as giving 
examples of how it might be used. 

Senator Carenarr. Of course, I was talking about the bill itself. 
There is nothing in the bill itself. 

Mr. Upton. No. 

Senator Carenarr. Ordinarily, when we pass bills here, we expect 


the President to follow the bill, not what somebody says in committee 
meetings. 
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Mr. Urron. If you will permit me to just continue a moment and 
comment a little on the Inter-American Development Bank 

Senator Carenart. I think we are both trying to accomplish the 
same thing and we are maybe trying to travel two different roads. 

Mr. Upton. I would think the Inter-American Development Bank, 
in effect, would operate in several different ways in this respect. In 
connection with the first part of this program, the so-called social 
overhead part, for sanitation, water, and vocational training, it might 
well be worked directly with government or units of government. 
On the other hand, with respect to such things as land utilization or 
some of these housing assistance projects, you may then be mak- 
ing loans to institutions that specialize in this kind of thing, some 
kind of rural credit institution or some kind of housing institution 
in which there will also be local capital, and it might, in turn, be mak- 
ing loans for your commercial type of project. 

eantor Caprenart. Who would do that ? 

Mr. Upron. That is the Inter-American Development Bank. 

Senator Caprnarr. You mean the President then will loan the 
$500 million to the Inter-American Bank, which will in turn loan it 
for the purposes you have just described ? 

Mr. Urron. I would say it would make it available to the Inter- 
American Development Bank on terms and conditions to be decided, 
and they in turn would handle it according to these basic principles 
and make the individual loans and carry on the individual negotia- 
tions. 

Senator Carenart. Why is it not more simple just to increase our 
contribution to the Inter-American Bank by $500 million ? 

Mr. Urron. Well, I think that Mr. Dillon brought out one prob- 
lem with that this morning, and that is that they have a rather small 
special operations fund of $150 million, and this is a minor part 
of the Bank. The Bank is basically a hard loaning institution, 
which is expected to raise money in the capital markets. 

I think the fear on the part of the Bank is simply that to put this 
large sum into the special operations would rather unbalance the 
Bank and give it a different concept; whereas, if certain portions of 
this money are made available to the Bank under a special form of 
agreement covering funds to be administered, a trust fund type of 
thing, and to be accounted for separately, why, this would preserve 
the basic character of the Bank. 

The Cuatrman. Any further questions? Would you like to say 
anything more, Mr. Upton ? 

nator CHurcu. Mr. Chairman, I have a question. 
The CHarmman. Senator Church. 





IMPORTANCE OF BASING PROGRAMS ON MEANINGFUL REFORM 


Senator Cuurcu. Mr. Upton, as I understand the motivation be- 
hind this proposal, it is this: We have had for some time various 
types of credit that we and others have extended to South America, 
which has been directed toward programs of general economic de- 
velopment. I notice in the most recent report of the World Bank, 
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which is one of those credit organizations, that nearly $1 billion 
worth of credit for economic development has been extended by the 
Bank to Latin America. Almost all of it has gone to electric pow- 
er, to transportation in the form of railroads, roads and ports, com- 
munications, and programs of that kind. These programs are all 
very important to build up the economy of a country and to lay the 
basis for its industrialization; but these programs in themselves do 
not result in distributing the wealth of the country to its people. 

It is entirely possible to have programs of this kind and have a 
grandiosity of power in the hands of a very few people in a situa- 
tion in which the rich get richer and the poor get poorer, and still 
have great political distress in that country. 

Now, this program comes forward, and I think it implicitly recog- 
nizes this fact when it lays emphasis upon social reform, in order that 
a kind of redistribution of a country’s wealth can be effected so that 
the people at the bottom get the benefits. That is social and political 
in character. Out in the West we have Indian reservations, in my 
State for example. I just visited one where the people were living 
in a state of abject poverty, many of them living like beasts. Yet the 
Congress over the years has appropriated a great deal of Federal 
money for Indian programs and it has simply been extended to the 
Indians or distributed to the Indians, and like water on the sand, it 
has filtered through and has disappeared and their basic economic 
condition is the same today as it was 30 or 40 years ago. 

So the point I make is that we do not have enough money, we will 
never have enough money, to sink into South America in a way that 
will ever do any good in terms of lifting living standards for the peo- 
ple, unless that money is extended within the context of a program 
that will effect meaningful reform. 

Now, for the first time this program seems to recognize that such 
reform is basic and needed. Yet, it seems to me that we cannot pos- 
sibly achieve our objective this way. Take, for example, our own 
country. We had great and meaningful reform programs that came 
as the result of the depression. If the depression had not been as 
extreme as it was, we probably would not have gotten the programs ac- 
complished within our own Government, within our own electoral 
process, because it took that kind of a jolt to effect the kind of remedial 
legislation that was required. 

Now, we go down to these countries, some of which are feudal coun- 
tries, and everybody who goes to them knows that you have got to have 
land reform. That means taking the land away from a relatively small 
group of very wealthy people and distributing it to a great many 
peasants. That is an awfully hard thing to do when the government 
and the society in that country are controlled by those who own the 
land. 

The same thing is true with tax reforms that are so badly needed. 
We could take this $500 million that is proposed and sink it all in 
Rio de Janeiro and you would only clear up half the slums in that 
city alone, and then it would revert again, unless it was accompanied 
by a meaningful tax reform program and social reform program that 
puts more money in the hands of these people and lifts their buying 
power, their purchasing power. 

Now, I just do not see how you are going to get the kind of 
meaningful reform which is necessary if we are really going to have 
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social progress in Latin America by talking, $500 million and giving it 
to the Inter-American Development Bank and saying, “You go do 
the job.” They cannot do the job. It does not seem to me that they 
can possibly do the job. And it seems to me that the same would apply 
if you give a little dabble of the money to ICA, and say, “Within 
the ambit of your technical cooperation program, you do a little bit 
here and a little bit there.” 

It seems to me that if this thing is to accomplish its purpose, you 
must have a big program extended over a long period of years, a com- 
mitment on the part of the United States to do its part, with sufficient, 
money there to form an inducement to these countries to come and sit 
down with us and work out. an elaborate and meaningful extended 
multiyear program that is connected with the kind of basic tax and 
land reform programs that are necessary to accomplish the objective. 

I do not see that in this proposal at all. I see merely an additional 
amount of money given to the Inter-American Bank and the bank 
given the assignment to accomplish the impossible. That is what 
makes me feel that this is not realistic. Now, I do not want to be 
unduly pessimistic, as perhaps I am being, but if you see reason in 
what, I have said to point out in what ways I am in error, then I 
would appreciate it. I would feel better about it and would feel like 
you are really moving ahead toward the goal with some plausible 
reasons for believing that we might be successful. 


TYPES OF DEVELOPMENT PROBLEMS 


Mr. Urron. I might comment on some of the points you have made. 
I think you are quite correct in saying that the economic development 
programs themselves have not brought certain social facilities di- 
rectly to the benefit of the people as quickly as is necessary and as one 
would have liked. 

Certainly, it has come down indirectly. I mean when you provide 
electricity to an area, people have electricity they have not had before, 
and this is a direct benefit. But it has been slow. Now, I would pre- 
fer to emphasize here the term “social facilities” in conjunction with 
certain improvements in public administration and tax reform and 
this sort of thing. But it is the social facilities that I think we are 
sepuacizing here. 

s far as land reform goes or land 

Senator Cuurcu. May I ask at that point just what would you de- 
fine as to what you mean by social facilities? Do you mean sewer 
systems and sanitation systems and things of that kind? 

Mr. Urron. Yes. You mentioned primarily “reform.” 

Senator Cuurcu. Yes. 

Mr. Urron. Well, I think there are two things here. One is the 
provision of this type of facility, assistance in the provision of it, 
which helps the people directly. Secondly, and in conjunction with 
that, is what the countries themselves will do in the way of improving 
their whole public administration system, their approach to taxes and 
their approach to institutions. 

As far as the land problem goes, there are large amounts of land 
which are actually in the hands of these States, so that better land 
utilization does not necessarily mean an immediate problem of taking 
land from private owners. It may in due course. But I believe the 
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one under discussion in Colombia involves a large expanse of public 
lands which have never been used and putting access roads in to them 
and certain facilities, which requires both foreign exchange and local 
currency but does not involve the direct problem that you have 
mentioned. 

I do not want to minimize it, but I just point out that there is a 
parallel approach through state-owned lands. 

Now, as far as the tax question goes, a number of these countries are 
making very active efforts in the way of better taxation. They have 
invited outside institutions to come in and examine their situation, 
The World Bank now has a specialist working with Peru on this whole 
problem. Here, of course, the situation differs between various coun- 
tries; but I think what we are trying to lo is to encourage what is al- 
ready going on and speed it up. I do not think one should minimize 
the amount of cooperation that we would expect to get from a number 
of these countries and the liberal constructive elements in these coun- 
tries. 

As far as the Inter-American Bank is concerned, I think that Sen- 
ator Morse brought out today, and it was brought out elsewhere, that 
this is a job that must be done in cooperation with the Latin Ameri- 
can countries. There have been two major instruments of this co- 
operation: one in the political sphere, the OAS, and IA-ECOSOC, 
which is its economic committee, and the Inter-American Bank in the 
financial field. I refer now particularly to the Inter-American Bank 
which was negotiated out over a long period of time. The Bank does 
have representation from all of these countries, has outstanding indi- 
viduals on it, and I think is an outstanding instrument to negotiate 
with these countries and discuss and to bring their problems into 
focus. Possibly the LA-~ECOSOC could also cooperate with the 
country and the program. 


ESTABLISHING BROAD DEVELOPMENT PLANS 


Senator Cuurcu. I think the Inter-American Bank will prove as 
successful as the World Bank and the Export-Import Bank, and I am 
very laudatory of their achievements and I think they have highly 
competent personnel. But banks have to operate with specific loans 
for specific projects, and each of those projects has to meet with cer- 
tain standards and I think they do their job very, very well. 

But I simply question whether this kind of approach, administered 
as banks must administer individual loans on the basis of the intrinsic 
merit in any given project, is an approach that has the dimensions 
required to do the job that we are trying to undertake to do? It 
seems to me that there the chief weakness of this proposal is to be 
found. If we are to do this job the way it has to be done, then it seems 
to me we have to approach see countries on a government-to-govern- 
ment basis through a commission of some kind that could jointly 
undertake to program a very broad development plan that will extend 
over a series of years where the local government will contribute cer- 
tain resources and we will agree to contribute other certain resources, 
provided that all is accompanied by basic reforms of the kind and 
character that will really be required if the standard of living of these 
people is really going to increase. Otherwise, with the facilities that 
you speak of, I am afraid in many, many places you will have new fa- 
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cilities built, even as they have been built in Indian reservations in this 
country, and 15 years later they are in shambles because there was no 
economic base to support them. In the case of the Indians, that base 
depended upon their income and they had no income. They had no 
active and constructive employment. They had no school system of a 
kind that would bring trained people back to the Indian reservations 
to maintain the facility. In short, they did not have an economic sys- 
tem that could sustain the kind of improvements that we financed and 
installed. I am afraid that that is going to be the experience we will 
have in South America if we do not have a kind of a program that 
is really framed to take on and accommodate the nature and extent 
and character of the problem there. Well, I do not mean just to argue 
this point with you, but this is the reservation that I have and the 
reason that I am skeptical about this proposal. 


PROGRAMING OF ECONOMIC DEVELOPMENT 


Mr. Upron. I would like to make just one or two very brief com- 
ments. I think this question of programing is always a difficult one 
and primarily one that must be left pretty much up to the individual 
country. 

For example, Argentina today is making great progress on the basis 
of opening up the doors to a very substantial extent to individual 
initiative. Another country may wish to plan to a greater degree. 

Now, actually in connection with Operation Pan America, facili- 
ties have been made available through the OAS for countries that 
wished to do a significant amount of programing of their economic 
development, to come in and ask for studies to a made. A num- 
ber of them did it, a number of them didn’t do it. But I think that 
definite steps are being taken in this direction, particularly with this 
overall problem of projects and priority of projects. I think real 
efforts will be made to adapt the type of facility to the specific needs. 

For example, the so-called self-help housing program, where the 
basic minimum is provided under engineering supervision and the 
people do it themselves. As far as the economic base is concerned of 
the country, why, that, of course, we hope we are building through 
our regular economic, industrial and overhead loans of the type that 
the Ex-Im Bank is making and the World Bank is making and the 
Development Loan Fund is making. That is the other half of an 
overall approach of which this program is the social facility aspect. 

The Cuatrman. Senator Mansfield. 


PURPOSE OF ADMINISTRATION’S PROPOSAL 


Senator Mansrietp. Mr. Secretary, I think there is a great deal of 
merit in what Senator Church has had to say and I know how deeply 
he feels on this subject because this is not the first time he has ex- 
pressed himself. 

I do think, though, that it might help if we can try and straighten 
out this matter, and if we can find out what is behind this proposal. 
As I understand it, this is the result of negotiations that have been 
carried on within our own Government to a large extent for a num- 
ber of years now. We can go back to the proposal of Kubitschek, 
and just 2 years ago, I believe in November, the visit of Secretary 
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Anderson to Buenos Aires. It has taken a long time, too long fora 
proposal of this nature, but nevertheless it is before us now. As] 
understand it, we have a meeting of the 21 economic ministers of the 
American Republics in Bogoté on September the fifth, roughly 3 
weeks away. 

The purpose of the administration in making this request is to go 
there with something which can be laid on the table, discussed, col- 
laborated in by all the other American Republics so that in the end, 
instead of a $500 million project, you may have a $1 billion or a $9 
billion or a $3 billion project. My understanding, if it is correct, is 
that this is only the start. This will be the downpayment, so to 
speak. This very likely envisages a program which may cover 4 
10-year period, in which I know the Senator from Idaho and the 
members of the committee are interested. 

Then if you have this to lay before the other economic ministers, 
they can come up with proposals from their own countries and maybe 
out of all this coalescing of different ideas and different amounts, not 
appropriated but suggested or authorized, perhaps something ap- 
proximating the idea behind Operation Pan America, though not 0 
grandiose or far reaching, could be brought to the surface. 

There have been questions raised about how this was going to be 
administered. The Senator from Indiana was quite persistent in 
trying to get a definite answer from you. I do not think that you 
can give a definite answer now because you have not had a chance to 
discuss this matter with your colleagues from the other American 
Republics. 

POSSIBLE CONGRESSIONAL RESOLUTION 


T think that it would be a good idea if the committee would ap- 
prove a committee resolution which will lay down guidelines as to 
what the Congress thinks should be done, a resolution which would 
really have no force in law. It would only be a sense resolution, but 
it would indicate a great amount of interest on the part of the Con- 
gress. It would implement and supplement the administration’s $50 
million proposal, and instead of going down there with just one arm 
strengthened, they would go down there with two strong arms and 
they would go down there with a proposal which had been adhered 
to by both the administration and the Congress, by both the Demo- 
crats and the Republicans, a proposal which would be implemented if 
agreed to by the next administration, whether it was a Democratic or 
a Republican one. 

Is that a fair summation of the thesis which the administration is 
endeavoring to lay down, aside from the resolution ? 

Mr. Upton. I think so, Senator. I think I would make just one or 
two minor comments on it. I certainly agree with you with respect 
to this general background which you have discussed and how it de- 
veloped, as Mr. Dillon pointed out this morning, the discussions within 
the Government, the discussions of our Government with other Latin 
American government leaders, the Committee of Nine, the National 
Advisory Committee, and so forth. 


USE OF FUNDS REQUESTED 


I think also, as was’ pointed out, this is a beginning, and it is er 
pected that additional funds will be required. 
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Senator Mansrretp. And the other countries would come in 

Mr. Urron. The way the others come in, I think, is something 
which has to be worked out. I could imagine, for example, they 
could come in in the form whereby we would say to an individual 
country in bilateral discussions about an important big land project: 
“We will put up so much money through these institutions to achieve 
this part of it, but you in turn through your government resources 
would put up funds to achieve this other part of it.” 

I would be inclined to think that this would be the form of im- 

rtant bilateral discussions, and also discussions between the Inter- 
American Bank and the borrowing countries as to what portion each 
one would take in major projects. 

I have already pointed out a certain difference between Operation 
Pan America and the emphasis that this program puts on social over- 
head facilities as contrasted with the aspects of economic develop- 
ment, which Operation Pan America envisages on a massive scale, 


POSSIBLE AUTHORIZATION BILL AND CONGRESSIONAL RESOLUTION 


I think the final comment I would make is that we would hope for 
an authorization on this. We feel that would be a considerably 
stronger expression of the congressional feeling to have in hand when 
we go to Bogota, than a resolution. 

Senator Mansrietp. What about both? Would you agree that it 
would strengthen the hand of the administration to have both rather 
than one? 

Mr. Urron. Yes, Senator; 1 would agree to that. 


TREASURY DEPARTMENT'S VIEWS ON AID FOR REHABILITATION AND 
RECONSTRUCTION IN CHILE 


The Cuatrman. I might have one or two questions, Mr. Upton. 
How did you arrive at this figure of $500 million for Latin America 
and $100 million for Chile ? 

Mr. Urron. I was not here when that figure was arrived at. 

The CuHarrman. Was the Treasury not consulted about this? 

Mr. Urton. Yes, I think there was discussion with the Treasury, 
but as I say, I wasin Europe at the time. But I understand that this 
figure was arrived at in part from the overall estimated figure which 
the Chileans would require, the fact that they specifically asked us for 
a loan of $150 million, and then that we had already made available 
through other sources $35 million, and that this was a round figure 
which together with existing’ resources was close to the loan 
requested. 

The Caarrman. That is for Chile? 

Mr. Urron. For Chile. 


TREASURY DEPARTMENT VIEWS ON $500 MILIAON AUTHORIZATION 


The Cuarrman. What about the $500 million? Was the Treasury 
consulted ? 

Mr. Upron. Yes, sir; the Treasury was consulted. As I say, this 
took place in my absence and I cannot speak from personal knowledge. 

The Cuamman. Does the Treasury fully support the $600 million ? 

Mr. Urron. The Treasury does. 
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The Cuairman. They do not think it is too much, but they think 
it ought to be appropriated. They do not want to borrow it? 

Mr. Urron. That is correct. 

The Cuairman. Is that correct? 

Mr. Urron. Yes. Well, we think it ought to be authorized at this 
time. 

The Cuatrman. You do not think it ought to be appropriated ? 

Mr. Upron. The administration is not asking for an appropriation 
at this time, just an authorization. 

The Cuarrman. Did the Treasury raise any objection to this pro- 
posal in the first instance ? 

Mr. Upron. Mr. Chairman, I think the background of the Treasury 
attitude is that which I mentioned to you: That we have had a particu- 
lar interest in Latin America for some time through the Inter-Ameri- 
can Development Bank and through our knowledge of their various 
financial problems which we ienen het in quite close touch with. I 
think the Treasury has been constantly pushing within the Govern- 
ment in favor of an active Latin American program. 


WHY WASN’r DEVELOPMENT LOAN FUND AUTHORITY USED? 


The Cuarrman. Did the Treasury support the request for the full 
amount authorized under the Development Loan Fund legislation? 

_ Mr. Claxton, maybe you can testify on that if Mr. Upton is not 
informed. You are quite competent to testify. 

Mr. Urron. Mr. Chairman, in view of my trip to Europe 

The Cuatrman. That is quite all right. Mr. Claxton, will you 
tell us about it. 

Mr. Craxton. You are referring to the $700 million request? 

The Cuatrman. You were authorized to request more than that. 
Why did you not request more under that authority ? 

Mr. Craxton. I am afraid I will have to beg off for the same rea- 
son. I was in the hospital when that decision was made. 

The Cuarman. Mr. Upton, you know it does look a little strange 
when you have existing authority under the Development Loan Fund 
to request $500 million more than you did request, and you could use 
it for this same purpose. You expect to use the DLF for this pur- 
pose. Why did you not ask for it under that authority instead of 
asking for this additional authority ? 

Mr. Upron. It seems to me, Senator, that that gets back to this 
question of how this money is to be used, and if it was appropriated 
to the Development Loan Fund and to be used unilaterally, it would 
not be in accord with the outline that Mr. Dillon has made. 

The Cuarrman. The Development Loan Fund had pretty broad 
authority to do almost as it pleases with that money. They can 
make grants, they can lend it for dollars, or they can lend it for local 
currency ; can they not ? 

Mr. Upton. They have a broad authority, but I think we felt from 
the point of view of working this out with our Latin American 
friends, it would be better to work through a basic institution in 
which they had a significant voice. 

The Cuarrman. Suppose there is some difficulty on this authority. 
Under the existing circumstances of a short session and the House 
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only just getting underway, you may have difficulty. Why can you 
not tell the people at Bogota you have authority for $500 million 
under the DLF and that you propose to ask for that appropriation 
in a eapplementel bill the first of the year? Why was that not 
feasible ¢ 

Mr. Urron. Well, I think I come back, Senator, to what I said 
before. It seems to me the heart of this or a part of it is working 
with the Latin Americans on this program. 

The Cuarrman. I don’t see why you cannot work with them if you 
tell them you have the authority and you can use it. Listen to this 
authority on DLF: 

“The Fund is hereby authorized to make loans, credits, or guaran- 
ties, or to engage in other financing operations or transactions (not 
to include grants or direct purchases of equity securities), to or with 
such nations, organizations, persons or other entities, and on such 
terms and conditions, as it may determine,” etc.—and then there is a 
lot more language. But it is a very broad authority to do pretty 
nearly anything you want to do, and Mr. Dillon said we will use the 
DLF in certain circumstances, the Inter-American Bank in others. 

I just wondered. Here is an existing authority. Granted you do 
not have the money. But you do have the authority to ask for the 
money, an additional $500 million. 

Mr. Criaxton. I was present when that was discussed, so perhaps 
I ought to answer that. We did specifically consider this in the 
executive branch and I think the reason for the decision to ask for 
the authorization which is before you is very much what Senator 
Mansfield has just suggested a while ago. What we wanted to do 
was to have a demonstration on the part of the executive branch and 
the Congress together of an intent for a special program for Latin 
America and denominated for Latin America in special legislation 
for Latin America. This was the basic reason. 

The Cuatrman. That is a psychological reason. 

Mr. Criaxton. Psychological, which is pretty important under the 
circumstances. 

The Carman. I think it ought to be on the record as to why, 
when you have this existing authority which you have not used, you 
now seek further authority. 

Mr. Criaxton. Certainly. And there was a second reason, which 
was to allow the kind of flexibility which has also been discussed 
here, as Mr. Dillon testified this morning and Mr. Upton this 
afternoon. 

We do think there is a probability that a certain amount, perhaps 
10 or 15 percent, should be used on a grant basis through the ICA. 

vie this, of course, would not be possible, if we used DLF funds 
alone. 

Secondly, we do have in mind the possibility that a part at least, 
perhaps a substantial part, would go through the Inter-American 
Development Bank. 

This could be done flexibly out of the request which is being made. 

In addition, at least for a temporary period, perhaps, some should 
go through the Development Loan Fund while the IADB is getting 
into operation. ‘This also could be allocated to the Development Loan 
Fund out of the proposed authorization. 
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DEVELOPMENT OF PROJECTS 


The Cratrman. Following out the line of discussion that just fol- 
lowed about the size of this, is there any reason why you cannot now 
proceed to develop projects ‘and programs under DLF for which you 
could ask the appropriation under existing authority come January! 

Mr. Craxton. We can go ahead with “the development of some 
projects. In fact, some projects and programs are already under 
development and have been for a number of months or even a year 
or two in ICA, some which could be financed directly out of loan 
funds or, rather, out of grant funds, and some which could be on a 
loan basis. 

We are most anxious to have the full $700 million which has been 
requested for the Development Loan Fund—as you know, only $550 
million was appropriated by the House—in order that we ‘might 
possibly get started on some of these projects while these discussions 
are going on toward the development of the longer term program for 
which the $500 million is asked.as an initial authorization. 


REASONS FOR URGENCY OF PROGRAM 


The CratrmMan. One last question, Mr. Upton. 

It has only been a few months since the administration asked for 
the $700 million, of which they got $550 million, which could do a 
great deal, certainly , in this field. 

What has happened, in your opinion, what circumstances have 
changed within the space of 3 or 4 months that have made you think 
this 1s so urgent, as opposed to what you thought 3 or 4 months ago! 

Mr. Upron. Senator, I do not think I can add anything further 
than that which Mr. Dillon pointed out this morning. 

The Cuatrman. I hoped you might. I did not think he gave very 
many cogent reasons. 

Mr. Upton. I think one arrives at a program of this sort only 
through intensive discussion within the administration over a long 
period of time; discussion with individuals outside, such as the Na- 
tional Advisory Committee, the Business Advisory Council, and dis- 
cussions with the Latin Americans. Actually, we have seen this de- 
veloping over rather a long period, because when the Inter-American 
Development Bank came up, one of the things that we proposed 
there was a Special Operations Fund. 

Mr. Dillon, in speaking of this, mentioned the type of thing that 
this fund might do with the, for example, pilot projects in housing. 

So this was, I think, a beginning of a move in the new direction, 
and certainly the discussions in the Congress itself this spring, in 
connection with the Mutual Security Act and their discussion of the 
need of greater local currency expenditures in the housing field was 
a factor. 

So it seems to me thinking on these matters all accumulated over 
a period of time. I person: ‘ally have been very actively discussing 
this for many, many months with my associates within the Govern- 
ment. 

The Crarrman. I thought you might throw some light on it. 
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TREASURY DEPARTMENT'S OPPOSITION TO DEVELOPMEN'T LOAN FUND 
FINANCING 


It has been the general impression that the Treasury has been the 
branch of the Government which has resisted the views of the State 
Department in some of these fields. It certainly was so with regard 
to the 5-year program which this committee sought to get.. We were 
told on very good authority that the Treasury opposed that vigorously 
and succeeded in eliminating it at that time. 

I just thought maybe you might, from the Treasury’s point of view, 
give us the reason why the Treasury has had such a change of heart. 
I think the State Department has been a little more inclined toward 
this program for some years, hasn’t it, than Treasury ? 

Mr. Upron. I think, Mr. Chairman, that you have to differentiate 
between overall problems and this regional problem. 

As far as Latin America is concerned, I think the Treasury for a 
long time has been very cognizant of the particular problems there, 
because its daily work has brought it into very close touch with Latin 
America. I do not think anyone in the State Department would say 
that the Treasury has dragged its heels with respect to development 
of programs in Latin America in recent years. 

The Cuarrman. Well, they had this broad program. You don’t 
question that, do you? You dragged your heels on the 5-year DLF 
program, didn’t you? 

Mr. Upron. Yes, I think that was a broader overall program. 

The Cuatrman. I just wondered if the state of the bond market, the 
ease of credit, the ease for the Treasury, has not had some effect upon 
your attitude toward this program. Has it? 

Mr. Urron. No, because these decisions all antedate the change in 
the market. 

The CuarrmMan. The market is easing up, isn’t it? 

Mr. Urron. Yes, it is. 

The CHarrMan. Doesn’t that please the Treasury ? 

Mr. Urron. Yes, indeed, it does make financing and refinancing 
easier. 

The Cuatrman. You are going to be a little easier to get along with 
now that the interest rate is coming down ? 

Mr. Upton. Mr. Chairman, I think that these are all broad con- 
siderations, of which financing is one aspect of policy, but only one 
aspect of it. 

And as far as this particular program is concerned, I think that 
this had nothing to do with it at all. 

The Cuarrman. Didn’t the Treasury, though, use very persuasively 
the argument as to the difficulty of financing? The Government did 
use that argument very persuasively against the program of a 5-year 
DLF program with $3 billion to be borrowed from the Treasury. 

One of the principal arguments was the state of the bond market, 
wasn’t it? 

Mr. Upton. That, certainly. I think there were other considera- 
tions, as you are aware. 

The Cuatrman. But that was the persuasive one that you used, 
wasn’t it ? 
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Mr. Upron. I frankly do not recollect what the particular argument 
was that may have been the most persuasive, but, as you know, rather 
important aspects of principle were at issue in this. 

The CHatrRMAN. Sila. I do not agree with them any more now 
than I did then. But, anyway, that is water over the hill. 

Well, is there anything you wish to add? 

Mr. Upron. No, sir. 


COMMITTEE PROCEDURE 


The CuHarrman. We will have a meeting in the morning at 10:30 
to discuss this matter further. 

There may be some further questions that the members may want 
to ask you or Mr. Dillon. 

Mr. Urron. Thank you, Mr. Chairman. 

The CHarrman. You need not come unless we call you. I do not 
know that there will be any necessity of it, but there may be some 
members who will want to question you further. 

The committee stands in recess until tomorrow morning at 10:30, 

(Whereupon, at 4:20 p.m., the hearing was recessed, the committee 
to reconvene at 10:30 a.m., T uesday, August 16, 1960.) 
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